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CITY OFFICES: WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 
= PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BS 
= BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 


FNULNU ATUL UT 


Capital fully called up - £650,000 


(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - 


LONDON BANKERS: 

THE WESIMINSTER BANK LIMITED, LOMBARD STREET. 

HEAD OFFICE: 

33/36 KING WILLIAM STREET,-I, 

OFFICE 
TEHERAN, 

BRANCHES IN PERSIA: 


Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, 
Mohammerah, 


Shiraz, Sultanabad, Tabriz, Yezd. 


MEsSskRS. GLYN, MILLS & Co. 


CHIEF 


Abadan, 


Kerman, Meshed, 


Kermanshah, Masjed-Suleiman, 


BRANCHES IN IRAQ (Mesopotamia) : 
BAGDAD, BASRA, KIRKUK. 


HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 


also with Bombay, Calcutta and Karachi. 
and Documentary Credits 
negotiated, Clean and Documentary Bills collected. 
Drafts and Telegraphic Transfers issued. 


Clean 


Correspondents in all important places abroad. 


THE YOKOHAMA SPECIE BANK LIMITED. 


(REGISTERED IN 


Head Office - 

London Office - 
JIAPITAL SUBSCRIBED 
CAPITAL PAID UP 
RESERVE FUND .. 


The NINETY-FIFTH HALF-YEARLY GENERAL MEETING of Shareholders was held at the 
Head Office, Yokohama, on the I0th September, 1927, when the Directors submitted the following 
Statement of the Liabilities and Assets of the Bank, and the Profit and Loss Account for the Half-year 


ended 30th June 1927, which was duly approved :— 
BALANCE 


LIABILITIES. 
- ¥100,000,000°00 





Capital , 

Reserve Fund... 5 92,500,000°00 
Reserve for Doubtful Debts .. 4,373, 392" 19 
Notes in Circulation ° ,982° 
Deposits (Current, Fixed, &e.) 
Bills Payable, Bills Re-dis- 


counted, Acceptances and 
other Sums due by the Bank 


109,654,838°98 
Dividends Unclaimed .. § 


25,355°25 


Balance of Profit and Loss 

brought forward from last 
Account .. 6,1 
Net Profit for the past Half- year 9,0% 





Yen 1,234.5: 





Dr. x ROFIT AND 


Jods 
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Reserve Account - - £520,000 


- £1,000,000 


I,Loyps BANK LIMITED. 


ONDON, E.C.4 
IN PERSIA: 


Duzdab, Hamadan, Isfahan, Kazvin, 


Bushire, ’ 
(Seistan), Pehlevi, Resht, 


Nasratabad 


BRANCH IN INDIA: 
BOMBAY. 


Documentary Bills 


arranged. 
Letters of Credit, 









JAPAN.) 

YOKOHAMA. 

7 BISHOPSGATE, E.C.2. 
Yen 100,000,000 
Yen 100,000,000 
Yen 96,500,000 


SHEET. ASSETS. 


Cash Account- 
In Hand - Y¥33,470,834°64 
At Bankers.. 41,141, ‘79 Y74,612,462°43 

Investmentsin Public Securities 

and Debentures 

Bills Discounted, 

vances, &c. 
Bills receivable and other Sums 
due to the Bank 4 

Bullion and Foreign Money 

Bank’s Premises, Properties, 
Furniture, &c. as - 

| 





eis -. 262,427,622°89 
Loans, Ad- 
° 361,090,57 2°97 
512,661,788°97 
4,395,600°38 


19,366,612°24 





LOSS ACCOUNT. 








To Reserve Fund .. Y4,000,000°00 


To Dividend- 
yen 5°00 per Share for 1,000,000 


Shares 
To Balance ‘carried forward to 
next Account 


5,000,000°00 
6,179,045°45 

















By Balance brought forward 31st 

December, 1926 

By Net Profit for the Half- year 

ended 30th June, 1927 .. a 
(After making provision for 
Bad and Doubtful Debts, Re- 
bate on Bills, &c.) 


. ¥6,142,357°99 
9,036,687°46 


















THE 


ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office 117 Old Broad Street, London E.C.2 






A COMPLETE INTERNATIONAL 
BANKING SERVICE 


LINKING 











THE OLD 
WORLD AND 
THE NEW 





Associated Institutions:= 


BRITISH BANK of SOUTH AMERICA LIMITED 


BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO., NEW YORK. 
(ine. under Laws of State of New York. ) 
















Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 







BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 
















Capital - - ~- 100.000.000 $000 
Reserves - - - 136.331:234$476 
Paper- Currency 

Redemption Fund 74.540:745 $008 









Last Dividend 20% 






|| Agencies in the principal cities 
of the Republic 
| 





Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 














Banking connections throughout 
Europe and the United States 






All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on ali the principal home 
and foreign cities, etc. 






















|| Specially organized service for the 
| Collection of Foreign Drafts 
| and Bills 
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it 


AND 


SPECIE 


Purchased and Shipped for Banking and 
Arbitrage Transactions. 


DEALERS & REFINERS 


of Precious Metal, Ores, 
and Minerals of all kinds. 


PURCHASERS 


of Mining By-Products containing Precious 


Metals. 


JOHNSON MATTHEY & Co. 


LIMITED. 
73/82 HATTON GARDEN 


LONDON, E.C.1. 


Telephone - - HOLBORN 6989/7 


THE 


First Avenue Hotel 


HIGH HOLBORN, 
LONDON, W.C. 1 


A Refined Hotel for Business Men and Families 


Centrally situated midway between the City and 
West End, convenient alike for business or pleasure. 
Within easy reach of the chief Railway Termini, 
Law Courts, Theatres and other Entertainments. 


Chancery Lane Tube Station, almost adjoining, 
gives quick access to all parts 


300 BEDROOMS 


MAGNIFICENTLY APPOINTED 
RESTAURANT 

GRILL ROOM AND AMERICAN BAR 
FINEST CUISINE 


The Hotel has recently been completely refurnished 
and decorated throughout, and offers real comfort 
at moderate charges. 

Tariff on Application to the Manager 


Telephone : 
Chaneery 8191 


Telegrams : 
“ Firavtel-Holb-London” 


Under the personal supervision of N. FREDERICK 




















ing by all his Saints that if El 

Dorado has come to this, why did 
he ever leave Spain? And when you 
first glimpse Manhattan’s skyscraper 
skyline, you'll feel the same. Only 
when you are at home in your Bowman 
Biltmore Hotel will you appreciate 
America aright. A Bowman Biltmore 
has a way with it: dignity with cosiness, 
magnificence with friendliness and in- 
timate service—efficient, unobtrusive 
hospitality: America at her Twentieth 
Century best. 


Cae you hear Columbus swear- 


FREE TRAVEL SERVICE 
IN LONDON AND PARIS 


Let the Bowman Biltmore Travel Bureau, 11 Haymarket, 
London, or 2 Rue de la Paix, Paris, help you plan your trip, 
make your reservations for you in train, steamship and hotel, 
and relieve you of all the worry and responsibility. Write for 
illustrated brochure or call personally. 


Joun McENTEE BOWMAN 
PRESIDENT. 


New YorkK.—The Biltmore, BELLEAIR, FLA.—Belleview 
Hotel Commodore, Hotel Biltmore. 
Belmont, Murray Hill CorAt GABLES, MIAMI, FLA. 
Hotel. —Miami Biltmore. 
PROVIDENCE, R.I.—Provi- Wimincton, Der. — Du 


dence Biltmore. 

Los ANGELES, Cal.—Los 
Angeles Biltmore. 

ATLANTA, GA. — Atlanta 
Biltmore. 

Havana, Cua, — Sevilla 
Biltmore. 

New Lonpon, Conn.—The 
Griswold. 


Pont Biltmore. 


NOW BUILDING 

Dayton, Onro.—Dayton 
Biltmore. 

SANTA BARBARA, CAL.— 
Santa Barbara Biltmore. 
Havana, CusBaA,—Havana 
Biltmore Yacht and 
Country Club. 
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BANK of Yio National Provident 
MARTINS LIMITED. Institution 


48 GRACECHURCH STREET, 


Head Office: LONDON, E.C.3 
7, WATER STREET, LIVERPOOL. 


London Office: 
68, LOMBARD STREET, E.C.3. 









Assurance Office in a Maga- 

Capital Authorized £19,291,120 zine primarily devoted to 

Capital Paid Up the interests of Bankers emphasizes 

and Reserves - 4,704,154 the close connection between the 

: two undertakings in regard to the 

Deposits, etc., at safe investment and care of savings. 
30th June, 1927 58,881,529 


AN advertisement of a Life 









The “ NATIONAL PROVIDENT” is a 

Mutual Office conducted solely for 

pes Pe meet gal ae gta ate are the benefit of its policyholders, to 

S ‘4 nd whomall the profits belong. Itissues 
towns at home and abroad. cad , , ; 

every legitimate kind of Life Policy, 

and quotations will be sent at once 

All descriptions of Banking, Trustee and on application to the above address. 

Foreign Exchange Business Transacted. 
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_BANCA NAZIONALE — 
— DICREDITO. 






Capital—Lire 300,000,000 
Reserre— Lire 40,000,000 


Deposits (30th September) 
—about Lire 2,000,000,000 


Head Office: Jassy, Roumania 





Capital paid up and reserves 
Lei 115,000,000 











Cable Address : Moldobanca. 


Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 





BRANCHES: Bucarest, Galatz, Czerno- 
witz, Kischineff, Beltzi, Cetatea-Alba, 
Reni, Roman, Tighina. 






Turin, Palermo, Trieste, 





AGENCIES: Braila, Tarutino, Jassy- 
Hala, Jassy-Socola. 






Bologna, Florence, Venice. 





Over 60 Branches in the princi- 
AFFILIATIONS: Piatra-Neamtz, Targu- 
Neamtz, Soroca, Orhei, Podul-Illoaiei. 






pal industrial and commercial 







points of Italy. 





EVERY KIND OF BANKING BUSINESS 


TRANSACTED Every description of Banking business 


transacted. 






MOLDOVA S.A. 
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TRADE INDEMNITY COMPANY LTD. 


Established 1918 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
1. Extend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 
In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 
Prospectus and Proposal Forms can be obtained on 
application to: 


77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 

All inquiries are treated in the strictest confidence 

MANCHESTER OFFICE: 1 BOOTH STREET 





NEW CAPITAL 


Business addins, 


Industrial or Public Utility 
Companies wishing to raise 
additional funds of from 


£50,000 to £500,000 

for developments and 

extensions by means of 
Debenture Issues 


are invited to communicate with: 


BYRNE & LANE, 


83 Upper Leeson Street, Dublin. 


UNDERWRITING AND 
ISSUING OF CAPITAL 


For Approved Industrial and other 
Undertakings. 


ESTABLISHED 1897. 
The facilities at the firm’s disposal for handling 
Debenture Issues with the minimum of expense 


enable it to purchase such issues upon terms which 
are very favourable to the borrowing undertakings. 





UNIVERSITY OF LONDON. 


COMMERCE DEGREE BUREAU. 


THE INSTITUTION RECOGNIZED BY THE UNIVERSITY for the assistance of 
EXTERNAL STUDENTS preparing for the COMMERCE DEGREE EXAMINATIONS 
OF THE UNIVERSITY OF LONDON and unable to attend regular College Courses. 


Fcr Prospectus and advice apply to the Secretary (Mr. H. J. Crawford, B.A.), 
46 Russell Square, London, W.C.1. 


Established 


A. M. BONNER, L™. “*: 


30 LIME ST. and 
LONDON, E.C.3 


7 BLOMFIELD ST. 
LONDON, E.C.2 


pre ngs UBB A ) JAMP s cia Nis 


DATING STAMPS, 
ENDORSING INKS AND 
SELF-INKING PADS 


URGENT ORDERS 


A Speciality 


AUTOMATIC NUMBERING AND 
DATING MACHINES, COMPANY 
SEALS, GENERAL ENGRAVERS 






















THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 

Capital paidup- - Yen 60,000,000 

Reserve Fund - - Yen §8,400,000 
(June 1927) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 





LONDON OFFICE : 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
4239 


Cable Address ‘‘ MITSUIGINK, LONDON.” 
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THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 
Heap Office : 


300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


BerLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 





Authorised Capital . - - £1,000,000 





Paid-up Capital - : - - 700,000 
Reserve Fund & Undivided Profit - 116,803 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.$.R. 





































































COMMERZ-UND PRIVAT-BANK 


AKTIENGESELLSCHAFT 
(Established 1870) 


HAMBURG - BERLIN 


Branches in: 


BREMEN LEIPZIG 
COLOGNE MAGDEBURG 


DRESDEN MUNICH 
FRANKFORT-Main STUTTGART 


and in 200 other places. 





































Telegraphic Address : 


“HANSEATIC” 
















































ALL-RUSSIAN 
CO-OPERATIVE BANK 


Authorised Capital... eos Gold Roubles 30,000,000 
Total Assets, Ist September, 1927 - » 241,489,720 

The shareholders of the All-Russian 
Co-operative Bank are 10,721 co-oper- 
ative societies, all central organisations 
included. 























Head Office : 


ILYINKA, 3 RIBNY, MOSCOW 
Cable Address : “ VSEKOBANK ” 


42 Branches and 894 correspondents throughout the 
U.S.S.R. Correspondents in all principal foreign 
centres. 
Affiliated Banks: 
1. Moscow Narodny Bank, Ltd. 
Lincoln House, 300 High Holborn, 
London, W.C.1. 


Paris Branch : 


26 rue Vivienne (2-e), Place dela Bourse 
Capital nae por £1,000,000 


































2. Co-operative Transit Bank, 
2 Wall Str., Riga (Latvia) 
Capital os ae Gold Lats 3,000,000 
Every description of Home and Foreign 
Banking Business transacted. 
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BI-CENTENARY, 1727-1927. 


ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) = si - £2,500,000 
REST or RESERVE FUND (Oct. 1926) 4 - 2,571,249 
DEPOSITS (Oct. 1926) - . - 40,457,710 


Head Office: ST. ANDREW SQUARE, EDINBURGH, 
General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. Secretary: J. B. ADSHEAD. 
London (City Office): 3 BISHOPSGATE, E.C.2. 
London (West End), Drummonds Branch: 49 CHARING CROSS, S.W.1. 
Glasgow (Principal) Office: ROYAL EXCHANGE SQUARE, and BUCHANAN STREET. 


220 Branches throughout Scotland. Every description of 
British, Colonial, and Foreign Banking business transacted. 


The Bank is prepared, in approved cases, to act as Trustee and Executor. 


FOREIGN EXCHANGE. CORRESPONDENCE INVITED. 











YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - . - Yen 96,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang., New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 














BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - 87,561,238 


Paid-up Capital, as at 31st March 1927 esa or re . £6,529,185 
Reserve Fund and Undivided Profits = as es ai 3 5609,655 


£10, 138,840 











Aggregate Assets at 31st March 1927 £48,860,540. 





London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILI, Manager. 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank). 
ESTABLISHED 1889. 


Head Office: HELSINKI (HELSINGFORS), FINLAND. 


Branches: 145 all over Finland. 








Paid up Capital and Reserves - . Fmk. 385,000,000 


Every kind of Banking and Exchange Business transacted. 


Telegraphic Address: ‘‘ KANSALLISPANKKI.” 








European Securities on the 


New York Exchanges 


HE Stocks of approved European companies are now eligible 

for listing on the New York Stock Exchange and New 

York Curb Market. Trading will be in American shares 
representing the European securities, which must be lodged 
with approved depositaries in England and on the Continent. 


The Guaranty Trust Company of New York has long held a 
leading position as Transfer Agent, Registrar, and Depositary 
for issues traded in the New York Stock Exchange and New 
York Curb Market, as well as for unlisted issues. It has 
had, also, long experience in handling security transactions 
of varied nature between Europe and the .United States, 
and is now acting as Agent for the issuance of American shares 
for a number of European stocks, some of which have been listed 
on the New York Stock Exchange. It has three fully equipped 
offices in London, one in Liverpool, and complete offices also 
in Paris, Havre, Brussels and Antwerp. It has as its 
correspondents leading Banks in every important place 


throughout the world. 


This Company, therefore, affords exceptional facilities as 
Depositary Transfer Agent, Registrar, Fiscal Agent, and in 
every fiduciary capacity. 

The Officers of our London and Liverpool Offices will be 
glad to discuss methods and procedure with officials who 
are interested in these services and facilities. 


GUARANTY TRUST COMPANY 
OF NEW YORK 


International Bankers 
Head Office - - New York 
Paid-up Capital and Surplus $60,000,000. Total Assets Exceed $765,128,000 


32 LOMBARD STREET, E.C.3 
50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
Alsoat LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 




















THE 


BANKER 


THE BANKER 
IS PUBLISHED BY EYRE AND 
SPOTTISWOODE LIMITED, HIS 
MAJESTY’S PRINTERS, FROM 
Q EAST HARDING STREET, 
LONDON, E.C.4 
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THE ANNUAL SUBSCRIPTION 
RATES ARE AS FOLLOWS: 

BY POST IN THE UNITED 
KINGDOM ‘ 
BY POST TO CANADA..... 15S. 
BY POST ELSEWHERE 
ABROAD 


WILL BE GLAD 
ARTICLES, 


THE EDITOR 
TO RECEIVE MS. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 


* 
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A Banker's Diary 
Mid-September to Mid-October 


On September 21 it was announced that a branch of the 
Stabilization Office (see January and June 1927 issues) 
a had been established in London as part of 
—— the machinery for accumulating gold as 
Stabilization backing for the issue of convertible notes. 
Shortly afterwards it became known that a 
substantial short-term credit had been raised in London by 
the Banco do Estado de Sao Paulo, and it was understood 
that the sterling so acquired would be handed over to the 
Banco do Brasil for conversion into gold to be held by 
the Stabilization Office. The issue of the expected 
Brazilian Government loan was made on October 13, 
£7 millions being offered in London, £1,750,000 in Con- 
tinental centres, and $413 millions in New York. The 
London portion took the form of 6 per cent. sterling 
bonds at 914, and the loan met with quick over-subscrip- 
tion there and in New York. The proceeds are to be 
applied to the liquidation of Government indebtedness, 
in particular the repayment of floating debt, and the 
building up of an exchange reserve for the carrying out of 
the monetary reform plans. 


AFTER prolonged negotiations (see August 1927 issue) 
the international loan for the stabilization of Polish 
; currency was issued on October 18. -The 
Polish London portion amounted to {2 millions 
ew of 7 per cent. sterling bonds, at a price of 
g2. In addition, $47 millions were issued 

in New York, and $15 millions in Continental centres. 
The offers met with speedy over-subscription. The 
entire proceeds will be put at the disposal of the Bank of 
Poland in the form of exchange and will be devoted to 
increasing the capital of the Bank, conversion of the 
existing note issue, redemption of the floating debt, 
constitution of a Treasury reserve, and future economic 
development. By decree dated October 13 the zloty is 
given a new parity with gold corresponding to the 
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exchange rates prevailing for more than a year past. The 

resultant parities with the dollar and sterling are zl. 8-91.41 
and 43°38 respectively. The Bank of Poland is to provide 
the whole of the paper currency in circulation, replacing 
outstanding Treasury notes by its own issues. Against 
its notes, which are to be redeemable in gold or gold 
exchange, as well as against deposit liabilities, the Bank 
is to maintain a minimum reserve of 40 per cent., at least 
three-quarters of which is to be in actual gold and the 
remainder in gold exchange. The flotation of the loan 
will enable the Bank to start its work under the new 
arrangements with a reserve of about 80 per cent. Pro- 
vision has been made for ensuring as far as possible the 
maintenance of budgetary equilibrium, while the service 
of the loan is secured on customs revenues. In addition, 
an American adviser has been appointed and is to be 
elected a director of the Bank of Poland. 


On October 11 and 12 the committee representing the 
guarantor States of the Austrian reconstruction loan of 
1923 met to receive a report on the economic 


Austrian progress of the country since the war. 


Finance ME ; 
Approval was given to the raising of external 


loans by the Austrian Government to a maximum of 
725 million schillings (about £21 millions) for electri- 
fication and other productive purposes. It appears, 
however, that in addition the approval of the various 
countries having reparation or relief claims on Austria 
will need to be obtained before the issues actually take 
place. 


QUESTIONS relating to the scope of recent German borrow- 
ings abroad were brought to a head in September with the 
temporary holding up of the projected Prus- 

eter sian loan for $30 millions and other issues. 
poor The negotiations regarding the loan had been 
completed when delays occurred, presum- 

ably owing to the intervention of the State Department 
at Washington. The objections were apparently based 
on Article 248 of the Treaty of Versailles, which declares 
the reparation debt to be the first charge on the finances 
of the German States, as well as the Reich. Ultimately 
the difficulty was overcome by the insertion in the 
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prospectus of a note calling attention to the reparation 
liability. The loan was offered in New York on October 
3, thus opening the way for numerous other issues 
awaiting the outcome of the Prussian difficulty. 
Meantime steps are being taken to reform the constitution, 
powers and procedure of the Loans Advisory Com- 
mittee, which passes upon proposals for external loans, 
and to place the judgment regarding such projects upon 
a broader basis. 


AN innovation in German commercial banking was 
marked by the issue in New York, about the middle of 
September, of a $25 millions five-year loan 
ee oe on behalf of the Deutsche Bank. The 
yn proceeds of the loan, raised solely on the 
security of the Bank, were to be devoted to 
extending long-term credits to German industrial under- 
takings not large enough themselves directly to obtain 
such external assistance. It is understood that prefer- 
ence was to be given to firms manufacturing for export. 
A second bank loan was negotiated in October, the 
Commerz und Privatbank arranging for the issue of 
$20 millions of ten-year notes, the proceeds to be applied 
mainly to the financing of German exports. 


Towarps the end of September sterling showed a strong 
upward tendency, reaching par on September 24 and 
subsequently moving to a premium over 
~——- of the dollar larger than had been recorded 
erling 7 aie : 
for thirteen years past. Coming at a time 
when seasonal weakness was anticipated, the move- 
ment attracted wide attention. Among many reasons 
put forward to account for the appreciation were 
the differences between money rates in London and New 
York, tending to make more attractive the investment 
of short-term funds in London; large-scale American 
purchases of long-term British-held securities; heavy 
external lending by the United States, and the transfer 
of considerable amounts of the proceeds to London; 
the financing of Britain’s cotton and wheat imports in 
New York rather than London; and the upward tendency 
of the American price level in comparison with the 
British. 
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AxsouT the middle of October an offer was made by the 
Chartered Bank of India, Australia, and China to share- 
; holders of the P. and O. Banking Corpora- 
fey mersd tion to purchase not less than 51 per cent. 
of their joint holdings. It appears that the 
two institutions will preserve their separate identity, 
though working in close co-operation. The Chartered 
Bank, which dates from 1853, has over forty branches, 
mainly in India, China, and the East Indies. At the 
end of 1926 its deposits amounted to {£50 millions, 
while it has a paid-up capital of £3 millions. The P. and 
O. Bank was founded in 1920, and has a paid-up capital 
of {2} millions, with deposits amounting at the end of 
last March to £8} millions. It operates nine branches 
in the East, and holds the greater part of the capital of 
the Allahabad Bank, the oldest Indian joint-stock insti- 
tution, which has thirty-five offices, mainly in the interior 
of the country. 
(ps. It has since been announced that holders of over 
51 per cent. of the shares of the P. & O. Banking 
Corporation have accepted the offer. } 


A FURTHER step towards the development of a central 
banking system in Australia (see September issue) is 
. indicated by the introduction in the Com- 
Common- monwealth Parliament of a Bill designed 
— Bank +4 convert the Savings Bank Department 
ustralia é : 
of the Commonwealth Bank into a separate 
institution. The new savings bank is intended to be 
administered by these commissioners, one being a director 
of the Commonwealth Bank. Half the new bank’s 
profits are to go to reserve and the remainder to the 
national debt sinking fund. It appears that one of 
the functions of the bank is to be the financing of the 
Government’s housing scheme. 


SOMETHING of a departure from usual practice in the 

relations between the Bank of England and the money 

market was made on September 29, when 

Money a conference was held between the Governor 

I Market of the Bank of England and representatives 
nnovation 

of some of the leading discount houses. 

No official statement was issued, but it was understood 

that the representatives were asked to convey to the 
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market generally the desirability of maintaining discount 
rates for the time being at a steady level, with a view to 
avoiding the necessity of a possible rise in the Bank rate 
before the end of the year. 


THE first half of October witnessed a strong revival of 
new issues. An offer of £5 millions of South African 
. .. , Government 5 per cent. stock at g9$ was 
— Capital wel] received; while the Brazilian and 
Market aalite Sn ree sol cia ate 
Polish loans (see above) were both heavily 
over-subscribed. Two British corporations offered 5 per 
cent. stock, one at 1o1, the other at 1o1}, and in both 
cases large amounts were left with the underwriters. 
Industrial issues were numerous. A large brewery issue, 
for amalgamation purposes, and an equally large offer by 
an artificial silk company met with a ready response. 
An interesting issue was that of shares in a company to 
finance instalment purchases of motor-cars and other 
goods. In this case half the shares offered were believed 
to have been left with the underwriters. 


On October 4 the Retchsbank raised its discount rate from 

6 to 7, and the lombard rate from 7 to 8 per cent. On 

October 13 the Netherlands Bank raised 

—_ Rate its discount rate by 1 to 43 per cent., and 

anges : L ; 

the rates for advances accordingly. The 

Bank of Japan on October 10 lowered its discount rate 

from 5°84 to 5°48 per cent. per annum, other rates being 
correspondingly reduced. 


Death of Mr. John J. Mitchell 


We much regret to record the death of Mr. John J. 
Mitchell, chairman of the Illinois Merchants Trust Com- 
pany and a director of the Chase National Bank of New 
York. Mr. Mitchell was fatally injured in a motor 
accident near Chicago on October 29. 

Mr. Mitchell was born in Maine in 1853, and entered 
the service of the Illinois Trust and Savings Bank (which 
later became the Illinois Merchants Trust Company) as 
a messenger boy. He was elected president in 1890 and 
became chairman of the board in 1923. 











The Mystery of the Balance 
of Trade 


N the last few weeks, thanks very largely to the 
| speeches of Sir Josiah Stamp and the activities of 

the leader writer of the ‘“‘ Nation,’ renewed interest 
is being taken in the problem of the trade-balance and 
the means by which it is possible for this country, in 
spite of a very large visible “adverse’’ balance of imports, 
to continue lending in the long-period capital market 
very considerable amounts to foreign countries. In the 
first nine months of the current year, these capital sums so 
lent are in the neighbourhood of £80 millions, last year—~ 
the disastrous year of the coal stoppage, they amounted 
to {112 millions; in 1925, when the situation was 
complicated by the return to the gold standard and an 
“unofficial” embargo on capital exports, they amounted 
to £88 millions. How is it being done ? Is it true, as the 
‘Nation ”’ argues in its leading article of October 1, that 
“there is reason to believe that during the past two or 
three years our exports, visible and invisible, together 
with all the interest and dividend claims which we have 
on other countries, have fallen far short of the amount 
required to pay for the goods we have been importing and 
to finance the fresh long-term overseas investments 
which we have made”’ ? Assuming that the situation is as 
the ‘“‘ Nation ”’ asserts it to be, is it also true that we are 
“heading for serious trouble, which we can put off for a 
long time by the aid of temporary expedients, but only 
at the expense of weakening our position when the trouble 
can be put off no longer ”’ ? 

It must be confessed that the ‘ Nation ’’ conducts its 
inquiries into the economic position of this country in the 
spirit of the celebrated firm of Spenlove and Jorkins. 
Mr. Spenlove is at times encouraged to see the situation 
in an optimistic spirit, and then we are invited to view 
the second industrial revolution through which the 
country is passing; the dethronement of the ancient 
deities of coal and cotton and iron, and the installation 


in their place of artificial silk and motor-cars and radio 
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sets. But as soon as Mr. Spenlove has managed to in- 
sinuate that the economic outlook is not all black, he 
remembers he has a partner; and Mr. Jorkins upsets our 
equanimity by asking us whether we can really go on 
exporting anything at all; whether we are “really sure” 
that, bad as things are, they will not be worse in the 
future ? At present, it appears, Mr. Jorkins is in the 
ascendant. But, of course, the more pessimistic inter- 
pretation may be right, and we agree both with the 

“Nation” and with Sir Josiah Stamp in thinking that more 
information ought to be available and that our monetary 
authorities ought to be collecting such information and 
making it public. 

What, then, are the facts ? If we start with the official 
figures as given in the ‘‘ Board of Trade Journal” of 
January 27, 1927, it appears that the visible trade balance 
(merchandise and bullion and apy was, in 1926, against 
this country to the extent of £477 millions. Against 
this must be set the ‘ ‘invisibles.” Shipping earnings, 
net income from overseas investments, receipts in the 
shape of banking and other commissions, and a small 
amount of “miscellaneous” receipts, are estimated to 
have yielded in 1926 some £465 millions. Income and 
expenditure items, therefore, in that year left us with 
a net deficit of £12 millions. Foreign issues in the year 
amounted to {112 millions. Of this sum, an unknown 
amount was subscribed by foreigners, who also may have 
bought long-period investments from Engiish holders. 
On the other hand, English investors may have bought 
securities abroad; ‘‘ personal ventures in private busi- 
nesses’ (which, as the ‘‘ Board of Trade Journal’’ points 
out, are not included in the capital issues) must neces- 
sarily be borne in mind, and so must, as an offsetting item, 
foreign capital investments on private account in this 
country. We have no means of knowing how large these 
unrecorded items are, or whether they represent a net 
inflow of funds into or out of the country. Assuming 
that these debit and credit items cancel out, the position 
would be that against an amount of, say, £120 millions 
lent long, we must have borrowed short to a similar 
extent. 

Now this is by no means necessarily bad business in 
any sense. No one would necessarily say that a banker 
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runs serious risks of bankruptcy if he borrows at a low 
rate of interest to re-lend at a higher. It is, of course, 
quite true that the property acquired with borrowed 
money is not unencumbered property and that the wealth 
of the community only increases by the difference between 
the rates of interest involved in the transaction until 
the loans involved are repaid. And it is also true that 
the expediency of the policy turns on the magnitude of 
the risk that the short-money borrowed will be asked 
back at an inconvenient moment. Even then the situa- 
tion is not without compensatory features. For, of 
course, it is absurd to remember only the amounts which 
may be demanded back and to forget that the amounts 
in question have been used in acquiring negotiable 
property. If the question is asked, How will the money 
be paid back ? the answer is that it will be paid back by 
selling, on the international Stock Exchanges of the world, 
international long-dated securities. No doubt this may 
involve sacrifices, in the sense that long-dated securities 
disposed of under pressure may have to be sold at lower 
prices. But, at any rate, it is as well to remember that 
this is a far less terrifying state of affairs than that 
pictured by those who constantly harp on the situation 
of this country as being that of an individual reducing 
his bank-balance by extravagant living and having 
nothing to show at the end but a mass of debts. Even 
if this country 7s only lending long by _ borrowing 
short, it does not in the least follow “thé it the policy 
is necessarily and under all circumstances a dangerous 
one. But, in fact, is the state of affairs what it is repre- 
sented to be by the pessimists? What of the outlook 
for 1927? The visible balance is likely to be against 
this country to the extent of £375 millions, merchandise 
balance for the first nine months being nearly £300 
millions. Last year invisible credit items were in the 
neighbourhood of £470 millions. On the assumption that 
the. invisible credit items will be exactly what they were 
a year ago—when the shipping position was notoriously 
bad in consequence of the coal shortage, and when, 
presumably, the earnings from commissions were also 
affected by the industrial situation—it would leave this 
country with a margin available for foreign investment, 
or for the repay ment of short-loans previously borrowed, 
FF2 































394. THE BANKER 





of some {100 millions. Capital issues for overseas are 
likely to be in the neighbourhood of £110 millions by the 
end of the year. E xcluding all other unrecorded items, 
this would indicate that during 1927 we could legitimately 
increase our foreign investments by a figure not likely 
to be less than £75 millions—it might well be more 
without increasing our commitments on account of 
short-borrowings abroad at all. On the other hand, 
if the whole of our surplus is invested long, it still leaves 
us with the problem of short-money borrowed in the “ee 
If the above argument possesses any validity at all, 
would suggest that this country is in the position ai a 
debtor whose liabilities are not increasing, whilst his 
property is. Or, in other words, that the position of 
the year 1926 was really exceptional, so far as the balance 
of trade was conce red, as well as in other respects. 
Nevertheless, it is not to the credit of this country 
that statistical inquiries into the balance of payments 
should be rather of the nature of mystery-mongering 
— of sober consideration of objective facts. Is it 
‘ally impossible for the Bank of England to conduct an 
rae Be into the flow of short-money into and out of the 
London market? Further, is it quite impossible to 
obtain some idea as to the terms upon which these 
sums are lent, so far as dates of repayment are concerned ? 
To what extent is the inflow of short-money in recent 
years to be regarded as a switch of funds back from New 
York, which only went there so long as uncertainty 
about the pound sterling made London relatively a less 
convenient centre for holding funds? Can nothing be 
learnt by inquiries among large manufacturing and trading 
concerns as to the extent to which they are investing 
money abroad? To what extent is capital flowing into 
the country in the shape of acquisitions by foreign 
concerns of English properties, exemplified by the 
ownership of the Vauxhall concern by General Motors, 
and by the founding of English subsidiaries, as by Ford 
and by Citroén ? Cannot the Inland Revenue authorities 
be induced to throw some light upon such points as these ? 
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The Indiscretions of Mr. Wise 


Rk. E. F. WISE is an eminent ex-member of 
M the British Civil Service, now in the service of 

the Russian Co-operative Societies. He is also a 
prominent adherent of the “left wing” of the Labour 
movement. This being the case, it 1s worth while to 
examine at some length his recent statements at the 
Labour Party Conference at Blackpool. According to 
the ‘“‘ Times ”’ of October 8, he moved a resolution on behalf 
of the Indepe ndent Labour Party, condemning the 
deflationist policy ‘“‘ pursued sinc e the war by the Treasury 
and the Bank of England,’’ demanding an inquiry into 
the working of the Bank Acts, and calling on the Executive 
for a detailed scheme “ defining concrete measures for 
the transfer of the banking system from private to 
public control.” The grounds upon which he urged 
action were that “‘it was a mockery of democracy to 
suppose 
country, even when in office, so long as the banking 
machine was in irresponsible private hands.” After 
the usual statement that no attack on the Bank Court 
was implied, he added that “‘the Bank of England 
determined the credit policy of our country and not 
Parliament. That was an impossible position. The 
bank and the powers it exercised should come under the 
control of Parliament and the country.”’ 

Students of the Labour Press should by now be 
familiar with the rhetoric about deflationist policy with 
which the above-mentioned resolution begins. During 
part of the period the Labour Party was itself in office, 
backed by the Liberal minority whose leaders were, and 
are, against the currency policy actually pursued. On 
the wickedness of deflation the F.B.I. and the I.L.P. 
are at one. Why did not the Labour Party reverse the 
currency policy of the country? On the contrary, it 
allowed the dollar value of the pound to rise from 
the low point to which the indiscreet utterances of Sir 
Montague Barlow had forced it, so that if one surveys the 
whole of 1924, it is impossible to tell when the Labour 
Party came into office and when it retired. Mr. Snowden, 


that they were masters of the destiny of the 














396 THE BANKER 








no doubt, would regard this—we think rightly—as : 
tribute to his conduct of his responsible office. But, 
deflation is so heinous an offence in the eyes of the faithiul, 
why was not an attempt made to steer a different course 
when the ship of State was in the hands of the Labour 
Party itself ? 

Because the ignorant follower of Mr. Wise may answer, 
The Bank of England would not have carried the policy 
out. But the Bank of England would have been perfectly 
powerless to stop the Treasury from acting in any way 
it liked. All that the Labour Party need hav e done was 
to remove the Cunliffe Limit, to reduce its reliance on 
taxation and short-term market borrowing, and it could 
then have increased the issue of Currency Notes to any 
extent it thought appropriate. If it is argued that this 
would have raised a storm of protest, and that, con- 
sequently, the Labour Party did not think it right to 
risk such a policy, then the charge that deflation was 
insisted upon by the Bank of E ngland, against the wishes 
of the country, collapses. The Labour Government 
had the power, and chose not to exercise it, either because 
it disagreed with the proposed policy of inflation or 
because it was afraid to do so. We leave it open to Mr. 
Wise to choose the alternative he prefers: protesting 
only against the assumption that the currency policy 
of the country since 1919 has been the result of a con- 
spiracy which Parliament has not been in a position to 
control. It may have been the wrong policy, but it is 
ridiculous to suggest that successive parliaments were 
not fully aware that the object of our policy was to return 
to the pre-war parity with the dollar. If that is so, it is 
absurd, two and a half years after parity with the dollar 
has been delivered, to protest against the policy which 
brought it about, as if Parliament has been the victim 
of a trick. 

But the remarks of Mr. Wise suggest that there is a 
far deeper misunderstanding of the position than the one 
alre ady pointed out. The Bank of England is not an 
“irresponsible body ”’ in the very least. Its government 
is subject to a whole body of statutory enactments, which 
determine the lines upon which it must proceed, and its 
day-to-day policy at the present time is a function of the 

return to the gold standard, which required the assent of 
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the Legislature before it could be accomplished. The 
Bank Court is no doubt, in the technical sense, responsible 
to its shareholders : a fact which is about as important 
in the formulation of its policy as the colour of the waist- 
coats of the Bank messengers. The Bank has to adapt 
its policy to the facts of the gold standard : and whether 
the Bank Court is responsible to the shareholders, to the 
House of Commons, or to the wiseacres of the Independent 
Labour Party, that is the dominating circ poy unce which 
has to be weighed. No doubt Mr. Wise, or Mr. Keynes, 
or any other critic of the Bank might sie to a better 
method of achieving the result aimed at. No doubt 
Parliament in its wisdom mé iy one day choose to repeal 
the Gold Standard Act of 1925, or the Bank Charter Act 
of 1844. It is free to do this at any moment it likes 

and it will follow that, if it does, bank policy can alter to 
follow suit. When the Labour Party gets into office, 
let it experiment: let it, if it likes play with fire and 
risk the international credit standing of the country by 
directly subordinating the government of the Bank to 
the exigencies of a fluctuating parliamentary situation. 


3ut until these events happen, until legislation alters 
the position of the Bank, it will be well for Mr. Wise to 
distinguish between the element of discretion which must 
necessarily accompany the adaptation of means to ends 


and the framework of law by which the end itself is 


defined. 
If the attitude taken up by Mr. Wise is to be taken 


seriously, it implies possibilities the reverse of satisfactory. 
We have been given to understand in recent years by 
prominent me mbers of the Labour movement that 
national ownership was to be carefully distinguished 
from administration directly by the State itself : ina 
word, that the “‘public-spirited”’ corporation, State-owned 
but autonomously administered, was the ideal which the 
Collectivists set up. Now, in what sense would the Bank 
of England, if converted into a publicly-owned cor poration 
of this type, differ from the Bank of England of today 

Of two things, one. Either Parliament would consti untly 
interfere with the details of credit policy, would displace 
one body of Commissioners by another as it liked or 
disliked the policy pursued. (In that case, the corporation 
would not be independent, and no self-respecting and 
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experienced person would run the risk of assuming the 
technical leadership of the credit machine.) Or, the 
corporation would be left alone, subject to a general 
framework of legislation as to the maintenance of a given 
standard, and the like. That is the position of today, 
and a change in the Bank Court or in the ownership 
of the capital of the Bank would make not the slightest 
difficulty. But if “ parliamentary control ’’ means con- 
stant interference with the details of policy, may the 
country be preserved from the next Labour Government ! 

Of course, Mr. Wise is far too experienced an official 
to desire any such results: far too well-versed to believe 
that any such eventuality would do any good. In other 
words, his speech was mainly rhetorical claptrap intended 
for consumption by those of his followers who are unable 
to distinguish between what is economically possible and 
politically expedient. 




















Banking Appointments 






Mr. William T. Brand has retired from the board of the 
Provincial Bank of Ireland, having been a director of the 
bank for fifty-four years. Mr. J. Harold Pim and Mr. 
John Charles Denton Carlisle have been elected directors 
of the bank. 

Mr. Arthur Packard, lately sub-manager of Barclays 
Bank foreign branch, has been appointed vice-president 
of the National Bank of the Republic, Chicago, to take 
charge of the foreign division of that bank. 

Mr. Walter Stuart, who is at present in the service of 
Messrs. Case, Pomeroy & Company, of New York, has 
been appointed “‘adviser’’ to the Bank of England. No 
announcement has been made concerning the functions 
Mr. Stuart will discharge in his new employment, but it 
is probable that he will advise the Bank upon the affairs 
of the Federal Reserve System, upon which he is a con- 
siderable authority. Mr. Stuart is a former chief of the 
economic, research, and statistical department of the 
Federal Reserve Board. 

Mr. Irvine Campbell Geddes has been elected to the 
London Board of the Bank of New South Wales. 
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The Economics of Armaments 
By John W. Hills, M.P. 


(Formerly Financial Secretary to the Treasury) 


the world would be obliged to reduce armaments 

because of their cost. It looked as though the 
burden, hard to carry even in the spacious days of 1914, 
would be unbearable for countries impoverished by war. 
But examination of the figures hardly bears this out. 
True, a devastated Europe is spending less than it did, 
whilst the opulent United States are spending more. 
Japan, too, who escaped from the war unravaged, has 
increased her commitments, whilst France, who saw her 
lands laid waste and her wealth destroyed, has greatly 
reduced hers. But closer inspection of figures and facts 
shows that economy, if it has operated at all, has done so 
only to a small extent. However, before saying any 
more, let me give the actual expenditure of six great 
powers, Great Britain, France, Germany, Italy, Japan 
and the United States. Here it is :— 


|: appeared probable at one time that the nations of 


SUMMARY OF DEFENCE EXPENDITURE AT PRE-WAR PRICES 
£ Millions. 
I9QI3-I4 1923-24 1924-25 1925-26 1926-27 

*Great Britain and 

Northern Ireland ' — ; 82°1 83°6 

France ie 64°0 3° 40°0 36°0 
+Germany sg ‘ -- 5 19'5 232 

Italy .. ee - 5 25-3 26°9 
Japan .. - “! ; 216 24°7 

USA. .. ak 618 4 750 Vis 


That table shows the expenditure of those six countries 
for 1914, and then again for the four most recent years. 


* The 1913-14 figure is for Great Britain and Ireland, the other figures 
in the row being for Great Britain and Northern Ireland. 
+ The figures for Germany assume the index number of wholesale 
prices to have been as in Britain, viz. :— 
I9QI3-14 1924-25 1925-26 1926-27 
100 167 155 147 
The actual figures of German defence expenditure are 
249 29°5 349 
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It shows it, moreover, at pre-war prices: for example, 
our actual cost of £122°8 millions 1n 1926 is reduced to 
£83°6 millions, and so with other nations. Finally, 
to help comparison, all sums are converted into pounds 
sterling. Now, I must utter one word of caution. The 
1913-14 figures are supplied by the Secretariat of the 
League of Nations, and the remaining ones are taken 
from the ‘‘ Armaments Year Book,”’ 1927, published by the 
League, and its authors point out that different countries 
use widely different methods of accounting. Some 
include in defence certain items which are not strictly 
military, whilst others bury military cost in civil estimates. 

Some divide expenditure into ordinary and_ extra- 
ordinary. Some raise money by loan and do not treat 
it as yearly expenditure. Therefore the figures are not 
strictly comparable, one country with another. But 
within the same country they are generally comparable. 

What do these figures show ? They show that out 
of the six Powers, three have reduced expenditure, three 
increased it. The reducers are France, Germany and 
Italy. The increases are in the United States, Japan and 

—ourselves. They show also that the great European 
Powers are ‘together spending {118 millions less than in 
1914. They show that France has brought down her 
expe nditure to exactly half since 1914, whilst we have 
increased ours by over 8 per cent. 

Let me deal quite shortly with the United States and 
Japan. The United States, abundantly rich, are doing 
what the abundantly rich usually do, spending money 
on luxuries. Their increase is substantial, but was to 
be expected. Japan, too, has gone up, but still she is 
spending little for a great Power, and for one who has to 
keep a fleet and an army as well. These upward move- 
ments are understandable. But it is hard to see why 
this over-taxed and debt-ridden country of ours should 
not have found means of lightening its load. We are 
spending £63 millions more than in 1914, whilst France 
is spending £36 millions less. We have increased our 
outlay by over 8 per cent., whilst France has reduced 
hers to exactly half what it was in 1914. In 1914 we 
were spending only £5 millions a year more than France ; 
now we are spending £83°6 millions and France £36 
millions. I wonder how many people realize this. 
















ECONOMICS OF ARMAMENTS 401 


Of course, there is something to be written off. 
Everyone knows that France has brought down military 
service from three years to eighteen months, an immense 
saving of money. Everyone knows that she is mechan- 
izing ‘he r army, and machines draw no pay and eat no 
rations. Everyone knows that Locarno has set her 
mind at rest about her eastern frontier. But, when all 
this is discounted, it is difficult to believe that there has 
not been a further determination to reduce cost, both in 
view of the world situation and because of the shortness 
of money. However that may be, France has been eco- 
nomical, in the grammatical sense ‘of the word. She has 
brought order into her house. She has adapted means 
to ends, and ruled her expenditure to meet her object, 
for all milité ry opinion agrees that she has not sacrificed 
efficiency. And whilst doing this she has reduced her 
cost by half. The same is true to a smaller extent of 
Italy. She, too, is spending very much less than in 1914. 
It is hardly necessary to refer to Germany, for her fleet 
has vanished and her army is so strictly limited under 
the Treaty of Versailles that, as is only natural, her costs 
are only a fraction of those of pre-war days. We remain 
the only great European Power that is spending more. 

I do not want to enter into a general discussion on 
reduction of armaments. I am convinced that no real 
limitation can or should take place unless other countries 
reduce concurrently. I am not dealing with that matter 
now, I am dealing with the actual economics of what we 
do spend. We are poor and over-taxed, yet we are secure, 
for no one threatens us and we threaten no one. Are 
we obliged to spend so much? Do we get the best value 
out of what we spend ? 

Before trying to answer that, let me take another 
test. In 1914 the total cost of armaments in Europe, 
great and little countries together, was about {£640 
millions. In 1926 it was almost exactly the same, but 
the purchasing power of gold had fallen by 30 per cent. 
Therefore Europe as a whole spent less in 1926 than in 
1914. This, of course, is owing to reductions enforced 
by the Peace Treaties, and also to a shortening of military 
service in France and other countries. But, while the 
burden of Europe is less than before the war, our burden 
is heavier. In 1914 the expenditure for Great Britain 
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was under 17 per cent. of the total for Europe: in 1926 
it was over 25 per cent.—which is really an amazing fact. 

I confess I find it hard to discover the explanation. 
Our problem is, of course, totally different from that of 
France. Hers is acute, but narrow; ours is spread wider 
and includes less calculable factors. It is different, and 
much more difficult. We touch the world at so many 
more points, and each contact means a possible quarrel. 
And then we have our Empire to protect. On the other 
hand, we have reserves of strength which France lacks, 
and mighty resources in which she is wanting. Moreover, 
this very strength and these very resources are just the ones 
which would be most needed in a modern war. So I come 
back to the figures considerably puzzled. France can pro- 
tect herself at half the cost of 1914, whilst we spend more 
and look like spending much more in the next few years. 

I will suggest one possible explanation. It may be 
that France has faced the implications of the modern 
world with a clearer vision. This is quite possible, and 
we can admit it without unduly blaming ourselves, for 
her task is so much simpler. What France seems to have 
and what we need is general direction. We have no man, 
and no body of men, whose business it is to pull the three 
arms together. The Cabinet are too busy and, be it 
whispered, too uninstructed. The Committee of Imperial 
Defence have no power. They may know the compara- 
tive value of a squadron of aeroplanes against a cruiser 
or against a brigade, but they have no means of enforcing 
their views. They control neither action nor finance. 

I do not want to dogmatize, but I do say there is a 
case for inquiry. Defence estimates look like mounting 
up and up, though our needs and dangers do not increase. 
And we are the most heavily taxed country in the world. 
There is a case for inquiry, because we know so little. 
We are told a great deal about the number of cruisers 
or aeroplanes we want, but nothing about the part these 
play in national defence. On one day the House of 
Commons has Army Estimates before it, on another Naval, 
on a third Air. Each is defended by an able Minister, 
for each an admirable case is made, and each gets its 
money. But nobody tells us about defence as a whole. 
Nobody tells us whether we cannot save money, if defence 
is looked at as a single problem. And nobody tells us 
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whether we make the best use of what we spend. True, 
it is generally believed that the Colwyn Committee on the 
Fighting Services did do this, but here again we do not 
know, for no one outside the Government has ever seen 
their report. The Prime Minister has always refused to dis- 
close it. We are in the dark, and look like staying there. 

At any rate, the figures I have quoted give occasion 
for reflection. There I leave the question. The situation 
is unsatisfactory. If we have to find money for defence, 
British taxpayers will always find it: but there is an 
uneasy feeling abroad that we are paying too much, and 
not getting value for it. 


Spanish Banking Affairs 


The Government have granted an oil monopoly to 
a Spanish banking group headed by the Banco Urquijo. 
The group includes, among others, the Banco de Vizcaya, 
the Banco Herrero, Bilbao, the Banco Espanol de Credito, 
the Banco Hispano-Americano, the Banco de Cataluna, 
the Banco Hispano-Colonial, and the Banco Marsans. 
The group has undertaken to establish a purely Spanish 
company, with a capital of 195,000,000 pesetas, for the 
exploitation of the oil monopoly, and to cede to the 
Government shares to the amount of 45,000,000 pesetas. 

The directors of the Banco Espanol de Credito have 
decided to propose to the shareholders’ meeting the 
abolition of the bank’s Paris committee. This step is 
probably due to the general tendency of Spanish bankers 
to eliminate foreign influence. 

Two belated reports for 1926 have been published, 
those of the Banco Zaragozano and of the Banco del 
(Este de Espana. The former increased its net profits 
against 1925 by 51,721 pesetas, earning 582,3II pesetas 
in 1926. The latter’s net profits for last year amounted 
to 272,383 pesetas, against 264,877 pesetas for 1925 
It will increase its dividend from 5 to 53 per cent., while 
the dividend of the Banco Zaragozano remains unchanged 
at 64 per cent. The net profits of the Banco de Burgos 
for the business year ended June 30, 1927, amounted 
to 269,376 pesetas, those of the Banco de Castillon for 
the same period amounted to 887,644 pesetas. Both banks 
maintained their dividend at its previous year’s figure. 
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The Future of the Dawes Plan 


By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 












HE Dawes Plan has worked fairly smoothly until 

recently, but its future is causing grave concern 

in France as well as in England and Germany. 
Three years practical experience of the working of the 
plan reveals grave problems which some foresaw and 
formulated in advance, but which the public either ignored 
or misunderstood. 

Between September 1926, and August 1927, the 
deliveries in kind, which, as is well known, constitute 
the greater part of German payments, have been strongly 
opposed by certain interests who considered themselves 
injured by the introduction into France of German goods 
in the form of reparations. For instance, the contract 
for the new Paris-Bordeaux cable, granted to the Siemens 
Company, aroused much protest from French manufac- 
turers, who were only appeased by receiving State orders 
larger than the contracts placed in Germany. The 
economic depression in France and the slackening in 
French production, the causes of which we have indicated 
in previous articles, renders, and will continue to render, 
more delicate the utilization of goods received from the 
other side of the Rhine. 

On the other hand, the Minister of Finance has 
already had to deal with another aspect of the question. 
The majority of the deliveries in accordance with the 
Dawes Plan are supplied to private firms. These firms 
tend more and more to demand a considerable amount 
of credit in the payment they have to make to the State. 
If the State agrees to give these firms several years’ 
credit, it depriv es itself momentarily of an important 
part of the resources which it rightly counts upon from 
reparations. It is proposed to remedy this inconvenient 
situation by the formation of a large syndicate of banks 
which would discount the bills drawn by the State on its 
subjects in receipt of reparation supplies. It is easy to 
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imagine all the criticisms which would be aroused by the 
organization of a gigantic banking speculation affecting 
both national industry and the State revenue. 

These are but a few of the difficulties inherent in the 
working of the Dawes Plan. In fact, many of them 
have already shown themselves in practice, since, of the 
745,000,000 mks. so far allotted to France, out of the 
total she has only been able to absorb 640,000,000 mks. 
But difficulties of this sort are almost negligible in 
comparison with the two unknown factors which weigh 
upon the future of the Dawes Plan, viz. the capacity 
of Germany to pay, and still more the question of 
transfer. 

Several months ago Mr. Parker Gilbert demonstrated 
the excessively delicate equilibrium of the German 
Budget. The deficits are covered by borrowing, and the 
continuous influx of foreign capital daily increases the 
external debt of Germany. For example, from May to 
August 1927 the total of foreign loans amounted to 
575,000,000 Reichsmarks. The increase in the discount 
raté made by the Reichsbank on October 4 has again 
stimulated the influx of foreign capital to Germany and 
in itself constitutes a rather disquieting symptom of the 
defects of the German economic system 

Moreover, the danger of a financial and economic 
crisis in Germany is not only revealed by the reports 
of the Agent-General for Reparations, it is manifested 
by several facts, the significance of which will not escape 
informed persons. The increase of investments and new 
issues, the locking up of capital, the rise in prices, and the 
stringency in the mone y market. But even if we admit 
that the serious criticisms made by Mr. Parker Gilbert 
of the financial and monetary policy of Germany are 
likely to have any effect, and that the crisis may be 
avoided or postponed, the increasing difficulties of transfer 
constitute an equally grave obstacle to the operations of 
the Dawes Plan. The figures just published for the 
last year, although they relate to a period of reduced 
annuities, already prove the error of those who ordained 
large movements of capital across frontiers for the settle- 
ment of reparations and inter-Allied debts. These figures 
show that whilst the receipts from the Dawes Plan 
amounted to 1,480,000,000 mks., it has not been possible to 
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transfer more than 1,183,000,000 mks. What will the 
margin be in the forthcoming years when annuities of 
several milliards of marks are involved ? 

It is also necessary to point out that 617,000,000 
mks. were transferred only through the medium of 
deliveries in kind, and 290,000,000 mks. by the “ Repara- 
tions Recovery Acts” process. As is known, in the latter 
case percentages are retained based on the value of 
German exports. This means that nearly eight-tenths 
of the payments are the result of the competition of 
German merchandise with products from Allied States. 

The arrangements of the Dawes Plan for the pro- 
tection of the mark compel me to think that deliveries 
in kind and the “Reparations Recovery Acts’ are 
destined to furnish in the future, as now, the greater 
part of the payments, and, as Mr. Keynes declared, we 
must anticipate an increase of German exports up to 
40 or 50 per cent. of the present figures. 

We have already remarked upon the difficulties 
created in France by deliveries in kind when they reach 
a considerable figure. What will the consequences be 
for England as well as France of an invasion of German 
goods in all their markets ? 

But this impasse is not only reached by the nature 
of the Dawes Plan, but also by war debts agreements. 
In international financial settlements, when large sums 
are involved, payments in specie can never play more 
than an outside role unless, as in the “ Reparations 
Recovery Acts,’ they represent an export of products. 
Just as the Dawes Plan presumes a development of 
German exports, the war debt. payments of France to 
Great Britain and America, the payments of Great 
Britain to New York, can only be translated into figures 
of a transfer of merchandise and of the labour embodied 
in raw materials. It is generally believed in France 
that English rubber exports have luckily and tem- 
porarily solved the problems of England’s payments to 
America, but the problem of French payment remains 
without any apparent solution. 

It cannot be stated positively that France will be 
able to pay these debts in full, nor that Germany will 
be able to maintain the full Dawes scheme, but it is 
certain that neither can ever hope to do so except by 
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developing exports up to the point of displacing their 
competitors in the leading markets of the world. 

Moreover, if this were possible, it could not occur 
without damage to France or Germany. I believe that 
the efficiency of German industry will be greatly impaired 
when it becomes accustomed to these abnormal exports, 
deprived of all risk of competition and paid unques- 
tioningly by its own Government. I should be very gravely 
concerned to see France accustoming itself, after the 
preliminary dislocation caused by deliv eries in kind, to 
receiving from abroad under abnormal commercial con- 
ditions products which are likely to sap the self-reliance 
of its industrialists. Indeed, it may well happen that 
after a number of years French industry would learn to 
depend entirely upon Germany for many _ products 
essential to France and hitherto produced within her 
boundaries. 

The discussion which is taking place in many ee 
on the future of the Dawes Plan will not be sterile if it 
draws attention to all the questions I have enumerated. 
The time is, perhaps, approaching when a more 
enlightened world opinion will admit that financial 
settlements of the war must be placed upon new 
foundations. 

I do not believe we can find a better basis for dis- 
cussion than that suggested by a German economist, 
M. Hirsch, in the ‘ B erliner Tageblatt.’ He advises his 
compatriots to seek for a revision of the Dawes Plan in 
conjunction with that of inter-Allied debts. I am most 
definitely of opinion that it is only by a general can- 
cellation of all the debts resulting from the war that the 
world can regain security and. financial equilibrium. 
There is no doubt that endeavours to secure unrealizable 
payments must provoke economic and commercial crises 
which would be at least as serious for the creditors—for 
all the creditors—as for the debtors. 


Mr. Michael Seymour Spencer-Smith, a partner in 
Messrs. H. S. Lefevre and Company and a director of the 
Bank of England, has been elected to the London 
Committee of the Ottoman Bank. 
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The Discount Rate Controversy 
in the United States 


By H. Parker Willis 
|) event. the month of September an unexpected 


event suddenly revealed underlying conditions of 

great difficulty in the Federal Reserve System. 
That such conditions were present had long been known 
to the initiated who were close to the situation. The rank 
and file of observers even in the financial world had, 
however, been inclined to discredit the statements on 
the subject which had been generally made. Announce- 
ment of the fact, therefore, that the Federal Reserve 
Board had directed the Federal Reserve Bank of 
Chicago to put into effect a 3 per cent. discount rate, 
instead of the 4 per cent. rate previously in operation, and 
that the Chicago Bank had vigorously protested, yet had 
finally yielded, gave definite proof of the fact that a 
very serious rift in the system had developed. Out of 
this controversy speedily emerged the official statement 
that the governor of the board, Mr. Daniel R. Crissinger, 
had for some time past been thinking that it was desirable 
he should retire. The Chicago episode apparently brought 
his disposition to a head, although it was expressly 
stated in an authorized communiqué that Mr. Crissinger’s 
retirement had nothing to do with the discount problem, 
but was dictated by a disposition on his part to enter 
an investment banking house. Close upon the heels of 
this retirement came the announcement from the White 
House that President Coolidge would fill the governorship 
without delay, and almost immediately thereafter pub- 
lication was made of the fact that he had arranged with 
Mr. R. A. Young, then governor of the Federal Reserve 
Bank of Minneapolis, to become governor of the Reserve 
Board. Mr. Young took office on October 4. It is noted 
as a significant circumstance that he was the executive 
head of one of the banks which had made common 
cause with the Reserve Bank of Chicago in resisting the 
orders of the Board. 
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The episode brings to a head a long-standing con- 
troversy in the Reserve System—that, namely, with 
respect to the relative powers of the Board and of the 
several Reserve banks. In the Federal Reserve Act it is 
provided that each Reserve bank shall have power : 

“To establish from time to time, subject to review 
and determination of the Federal Reserve Board, rates 
of discount to be charged by the Federal Reserve Bank.” 

From the very beginning this provision was taken as 
meaning that Federal Reserve banks should first deter- 
mine their own rates through action of their boards of 
directors, but that before such rates went into actual 
effect they should be submitted to the Board at Washing- 
ton, and there ratified or rejected. The thought of the 
framers of the Act was that the service of the Reserve 
Board would be that of a central board of directors 
engaged in supervising and reviewing the work done by 
the local boards at the several banks, thus giving the 
opportunity for the adjustment of one rate to another, 
and for the establishment of a harmonious system of 
rates adapted to the requirements of the widely varying 
economic areas included within the United States. 

However, during the troubled days of the war (which 
were also the early “days of the Federal Reserve System, 
when precedents had not been as yet established) the 
Federal Reserve Board occasionally found the boards of 
directors of the newly created Federal Reserve banks 
either lacking in banking competence or else unresponsive 
to suggestions from Washington, and hence, in order to 
obtain a better control of the discount rate situation, 
the Board overstepped the line of legal authority by 
requesting each Reserve bank to propose and submit a 
rate each week. The discussion of these rates was then 
made a regular order for the Thursday meeting of the 
Reserve Board, and in cases where the rate policy of a 
given bank was disliked, the Board refused to confirm 
the rate proposed, thus leaving the local bank without 
any rate. This treatment promptly brought recalcitrant 
banks to accept the Board’s views in the matter, and 
the result was the establishment of a fairly harmonious 
centrally directed discount policy during the ea irly days 
of the war. The action thus taken was less important 


than it seemed because, not very long after it had been 
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agreed upon, the United States entered the war, and the 
Reserve System immediately began to adapt its discount 
rates, perforce, to those fixed by the Treasury Depart- 
ment for the issue of Liberty bonds. Like other central 
banking systems, the Reserve System found it necessary 
to subordinate its own theories and ideas to the supposed 
needs of the Government. As soon as the war and its 
immediate results were fairly over, the practice of calling 
for a weekly submission of local rates was discontinued 
and the system returned to the original intent of the Act, 
as already outlined. Mr. Glass, a former Secre tary of the 
Treasury, who was chairman of the House Committee on 
Banking and Currenc y which reported the Reserve Act, 
has lately stated, with great emphasis, that such was the 
original intent. A like idea has been entertained by most 
of the executives in charge of the administration of the 
Reserve Board. Mr. W. P.G. Harding, a former governor 
of the Board, in a book published three vears ago and 
entitled the “Formative Period of the Federal Reserv e 
System,” states that in his opinion the intent of Congress 
was “‘that the discount rate shall not be initiated by the 
Federal Reserve Board.” 
However, the war was not long over when a regret- 
table incident produced a so-called legal decision which 
has given trouble in the subsequent “discussion of the 
whole matter. In 1919 the Reserve banks were main- 
taining very low rates. Inflation was rife, and the Board, 
then under control of a conservative group which desired 
to see discount rates sufficiently raised to restrain the 
erowth of credit, was desirous of getting some of the 
banks to take prompt action. The members accordingly 
submitted to their counsel the question whether they 
had or had not the power to take any positive action in 
the matter. His opinion, when rendered, called attention 
to two points: (1) that the Board, in the words of the 
Act, was “ authorized and empowered . . . to exercise 
general supervision over’’ the Federal Reserve banks, 
and; (2) that the Board, in the words of the Act again, 
was “‘ vested with power to see that the operations of the 
banks are conducted in strict accordance with the law, 
its authorized regulations and orders.’’ Inasmuch as 
the intent of the law, as set forth in its terms, was to 
fix discount rates in such a way as to make sure of their 
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“accommodating commerce and business,’ the con- 
clusion was drawn that if a rate once fixed by a bank was 
found to be out of harmony with the needs of business, 
the Board might, in an emergency, take the authority 
to inform such bank that its rates did not comply with 
the requirements of the situation and must therefore be 
changed. This opinion was concurred in by the Attorney- 
General of the United States. It unfortunately did not 
take cognizance of the fact that one of the early drafts of 
the “a serve Act while in Congress had proposed to give 
the Board the power to establish a mandatory rate but 
that this had been subsequently changed, thus clearly 
revealing legislative intent. The study of the whole 
situation, the opinions expressed by those who had been 
active in promoting the law, and the manifest significance 
of its terms, all point to the belief that the intent was to 
leave the discount rate power in the hands of each board 
of directors. That, in fact, has continuously been taken 
for granted, and even if an emergency power might be 
read into the law, as in the opinion of Ig19, it would be 
only a case of emergency. As a matter of fact the 
opinion of I919 was never acted upon, since no open 
differences of opinion ever rose between the Board and 
the banks; vet, as already stated, it was a regrettable 
and needless obiter dictum, always a potential source of 
trouble. 

It is upon these considerations that the general 
public opinion of the United States, as expressed in 
banking and financial circles, has undoubtedly taken 
the almost unanimous view that the Reserve Board has 
overstepped its authority. The support thus given to 
the Chicago Bank is, however, largely theoretical, since 
it would seem that there is no pr actical apparent means 
of getting the per pet before the courts, so that only 
through reversal of action on the part of the Board can 
any immediate relief be hoped for. If the newly ap- 
pointed governor should not succeed in getting such a 
reversal, there would seem to be good ground for expecting 
the withdrawal of many banks from the Reserve System. 
Secretary Mellon has, nevertheless, hastened to inform 
the public, in an interview, that he does not expect any 
early change of policy consequent upon the induction 


of Mr. Young into office. 
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The legal or constitutional discussion of this question 
is of course highly interesting from the standpoint of 
banking law and organization in general and from that 
of American central banking in particular, because it 
has been assumed by many persons that the Federal 
Reserve System is functioning almost perfectly. Such 
is not the case—as the present outbreak shows. How- 
ever, the major immediate interest is not furnished by 
this legal or constitutional phase of the matter, but is 
supplied by the discount rate problem itself. Perhaps 
the most regrettable phase of the whole controversy is 
the fact that the discussion of discount rates has become 
involved with the discussion of American international 
gold policy, and particularly with discussion of relations 
between the United States and Great Britain on the latter 
topic. The way in which this element has been brought 
into the situation needs to be carefully traced. Some 
years ago, at the time when the Reserve System estab- 
lished a credit in favour of the Bank of England in order 
to facilitate England’s return to the gold ‘standard, the 
impression became widely accepted that a “ gentlemen’ S 
agreement’ had been arrived at with reference to the 
control of discount rates on a mutually understood basis. 
There was some ill-natured criticism of this alleged state 
of affairs, and the officers of the Reserve System, whose 
conduct in the whole matter had been characterized by 
an unfortunate indirectness, immediately disavowed that 
any such relationship existed. Such a statement was 
even made on the witness stand (see hearings before the 
House of Representatives Banking and Currency Com- 
mittee, 1926, p. 499). During the past summer, however, 
there occurred in New York a central bankers’ conference 
at which, according to reports, it was agreed that a 
reduction in American discount rates ought to take place. 
Such a reduction was almost immediately initiated at two 
or three of the eastern banks; and then, at the request of 
the Board, was imitated by several of the others. There 
remained a number which refused so to imitate it, those 
at Chicago, Minneapolis, and San Francisco holding out 
to the last, on the ground that a 34 per cent. rate was 
not desirable in their districts. During the acrid discus- 
sion which continued during the month of August 
with reference to this whole subject, the argument was 
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frequently brought forward by Chicago bankers that the 
discount rates of the Reserve Banking System were now 
being dictated from England or were being fixed under 
the tutelage of the Bank of England —-the precise situation 
which hi d already been so emphatically denied. And 
at about the same juncture Governor Norris of the 
Federal Reserve Bank of Philade!phia, in a public address 
in that city, remarked that it had been necessary to lower 
rates in this country in order to avoid injury to business 
in England and other parts of Europe. 

The truth of the matter is, of course, that unduly low 
rates have been maintained in New York and other 
American centres for a good while, and that one reason 
for maintaining them has been the belief that by so doing 
the tendency of gold to flow to the United States was held 
somewhat in abe "vance. There has been no reason what- 
ever why the question of England’s return to the gold 
standard should have been raised; and it probably would 
not have been had there not been numerous ostentatious 
visits on the part of officers of one or two Reserve banks 
to Europe for the purpose of consulting with bankers 
there behind a veil of supposed secrecy. The announced 
existence of the Central Bankers’ Conference itself has 
undoubtedly had a bad effect on American public opinion, 
and was unnecessary, because exactly the same results 
might have been had without any such method of inviting 
criticism—however groundless or unfair the criticism 
might be. In short, the discount rate situation has been 
mismanaged, and this entirely independent of the question 
whether the present rates are too low or not. 

Another regrettable phase of the recent occurrence 
is found in the fact that the low rates nominally adhered 
to by certain Reserve banks, because of their possible 
helpfulness in promoting gold standard restoration abroad, 
have undoubtedly been maintained in large measure 
because of the bearing they had upon stock market 
conditions. The New York stock market is now at an 
extraordinarily inflated level. There is no good reason 
for any such valuations as those which exist at the 
present moment, except the fact that money can be had 
at a nominal figure. Industrial earnings are very narrow 
and business failures have never been as high as they have 
been during the first eight months of f the present year. 
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There is a large volume of trade, but, as a well-known 
manufacturer has recently described it, “‘ the present is 
an era of profitless prosperity.”’ There are, of course, 
a few concerns that are making money rapidly. One or 
two of the automobile enterprises, a few railroads, and 
some speculative industrials and public utilities have 
been moving rapidly ahead. They are paying very 
satisfactory cash dividends and, with money abnormally 
low, it has been easy enough to add to the income of 
indiv iduals by purchasing these stocks, carrying them on 
margin at a reduced figure, paying this interest charge 
out of dividends and pocketing the balance. Of course, 
all those who have become involved in the market at or 
near present levels are strongly insistent upon low and 
lower rates of interest, while those who make these rates 
are glad to have the excuse of being able to “do some- 
thing for Great Britain”’ or of “aiding in the return to 
the gold standard”’ as a basis for working on the side of 
low discounts. So the international gold situation has 
been made a kind of scapegoat, as often happens, for an 
unwise speculative situation. 

Probably the Federal Reserve System would never 
have become so much devoted to the low rate programme 
had it not been for the effort of one or two of the eastern 
banks to foist it upon the whole system. It was easier 
to do this because the Treasury Department has also been 
an advocate of low rates, since by cutting rates at Reserve 
banks it could be sure of lowering the rates it had ‘to 
pay on its forthcoming issues of notes and certificates of 
indebtedness. The Secretary of the Treasury being the 
chairman of the Federal Reserve Board, his influe nce, 
when thrown on the side of low rates, was naturally a 
very powerful factor in the situation. And yet there 
was probably no reason whatever for insisting upon a 
general or uniform rate of 33 per cent. throughout the 
entire system. Up to about 1920, the Reserve System 
never attempted to get uniformity of rates. It worked 
upon the theory (which it often defended in its reports) 
that the several Reserve districts were entitled to varying 
levels of rates based upon their own local needs and con- 
ditions. The original introduction of a uniform rate, to 
be effective throughout all districts, was one outgrowth 
of the desire on the part of some to establish a centrally 
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controlled system in which the influence of the New 
York district and of the eastern seaboard generally would 
be supreme. Had it not been for this ambitious design, 
probably few persons would have objected to making 
rates as low as might be desired in the eastern districts. 
And such rates, moreover, would have entirely fulfilled 
the requirements of the sy stem with respect to the control 
of the gold movement, since it is the New York market 
which is chiefly instrumental in altering the direction 
of such movements. Accordingly the proper plan to 
pursue would have been the adoption of a satisfactory 
gold-discount policy in those districts which required it, 
while others were left to determine their rates in accor- 
dance with their own domestic necessity. Here again 
is a phase of the case which the existence of a great 
international problem has been availed of for the purpose 
of promoting the ambitions of those who desired to 
enlarge their own power over the entire series of banks 
in the Reserve System. 

The question of what the outcome of this tangled coil 
of circumstances will be of course remains. As to this, 
it is well to remember that the administration at Washing- 
ton is already very deeply committed to the adoption 
of a policy which will in every way that may be possible 
facilitate the return to the gold standard in Europe. 
It is also committed in many extraordinary ways to low 
discount rates and cheap money for stock market pur- 
poses. President Coolidge, in his final campaign speech, 
just before he was elected to the Presidency, definitely 
expressed his belief in low rates and his intention of 
adhering to a low rate policy. Perhaps more important 
than all is the fact that the Treasury Department cannot 
well carry out its own refunding schemes without the 
maintenance of low rates. It is, therefore, entirely fair 
to say that the Government must continue to foster the 
low rate policy by every means in its power, and that it 
may be expected to go on doing so. What it is likely 
to have to concede is the authority on the part of interior 
Reserve banks to make their rates independently. But 
these banks will be sufficiently well pleased at having 
made their point, so that they will probably not {insist 
upon material changes of rates, if they make any, for,the 
next few months. There will unquestionably be a violent 
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discussion of the whole question in Congress, and the fact 
that the English discount rate and the international 
gold question have been brought into the discussion 
may furnish material to the group of anglophobe 
politicians who are always ready to air their views 
when opportunity offers. If the administration should 
continue to demand for the Reserve Board power to fix 
rates the result, however, might easily be the very great 
modification or even abolition of the Reserve System. 
But those who are now in office are probably too familiar 
with the teachings of American history to allow excuse 
to be furnished for any such occurrence. 

These are the practical phases of the present state of 
things. Behind all this fire and fury there remains 
the question whether the Federal Government will or 
will not restore the Reserve Board to a condition of 
efficiency and allow it to function independently of 
political interference. Then there is the further question 
whether the Board as thus reconstituted will have the 
courage and independence to keep itself free of the 
influence of individuais in the several disiricts who have 
their own interest to serve and their own ambition to 
promote. After all, these are the fundamental questions 
at stake. 
















National Park Bank of New York 
New President Appointed 










Mr. Charles McCain has been elected president of the 
National Park Bank cof New York in succession to the 
late Mr. John Fulton. 

The National Park Bank is the largest American 
bank which has never amalgamated with any other 
institution. Its capital is $10,000,000 and its reserves 
exceed $24,600,000. Its total resources exceed 
$200,000,000. 











Mr. John Buck Lloyd has been elected a director of 
the National Provincial Bank. 
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Bankers and the Law 
By Our Legal Correspondent 


HE Courts of Law resumed their full activities after 
the Long Vacation on October 12, but as yet there 
has been no report of a case of special interest to 

bankers. Since we last referred to their doings, however, 
one or two of last term’s cases have found their way into 
the Official Law Reports for August and September, 
published during the vacation. These call for some notice. 

In M. A. Sassoon and Sons Ltd. v. International 
Banking Corporation [1927] A.C. 711, the Privy Council 
upheld the decisions of the Calcutta Courts in favour of 
the respondent bank by which they recovered against 
the appellants as drawers the amounts of four drafts 
discounted by the respondents, which drafts had been 
dishonoured at maturity by the acceptors. They were 
drafts by way of payment for goods sold by the appel- 
lants to G. K. & Co., of London, against a confirmed 
credit opened by G. K. & Co. with the Eastern Bank, 
Calcutta branch. On shipment of the goods the appel- 
lants drew on their buyers the bills in question payable 
to the respondents—the International Banking Corpora- 
tion—who negotiated them with notice that they were 
drawn against a confirmed credit opened by the buyers 
with the Eastern Bank. With the bills the appellants 
handed the respondents the shipping documents and 
also a memorandum which described the bills as D/A 
(“documents against acceptance’’) drafts. On the accept- 
ance of the drafts by G. K. & Co. that firm were handed 
by the respondents the shipping documents. The accept- 
ances were dishonoured on maturity. Very naturally 
the respondent bank claimed against the drawers—the 
appellants—which, on the face of the bill transaction, 
clearly they were entitled to do. The appellants, how- 
ever, were in this position, that they were deprived of the 
advantage of the confirmed credit opened by G. K. & Co., 
their buyers with the Eastern Bank, owing to the fact 
that the shipping documents had been forwarded direct 
to G. K. & Co. by the respondents on the acceptance of 
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the bills instead of being passed through the Eastern 
Bank in accordance with the terms of the credit. The 
appellants argued that in view of the respondents’ know- 
ing of the credit they ought to have delivered the bills 
of lading to the Eastern Bank and not to G. K. & Co., 
the buyers, and that by such “misdelivery” the appel- 
lants had been precluded from recovering the price of the 
goods from that bank, and were accordingly discharged 
from their liability on the bills to the respondent, or 
alternatively, that if such misdelivery did not amount to 
discharge it at least sounded in damages which would be 
the same amount as the value of the bills. 

The Courts in Calcutta held that whatever the position 
as between the appellants and their buyers, as the memo- 
randum the appellants gave to the respondents described 
the bills as D/A drafts the respondents were entitled to 
rely on that, and did not act at all improperly in surren- 
dering the shipping documents to the acceptors on getting 
their acceptance, which they in fact did. And this was 
affirmed by the Privy Council. The facts of the case are 
well worth studying in detail, as the transaction was a 
little out of the ordinary in that the drafts were not 
drawn by the appellants on the Eastern Bank or even 
offered for discount to that bank when drawn on G. K. 
& Co., the buyers. As matters stood, why were not the 
respondent bank entitled to treat the drafts as what they 
were said to be—D/A drafts? Lord Sumner delivering 
the judgment of the Privy Council, canvassed the general 
practice of merchants and bankers in this kind of trans- 
action in a most interesting and instructive way. We 
regret that our present purpose and space do not admit 
of doing more than referring our readers to the report 
on these subsidiary but interesting matters. 

The attempt to make the respondent bank liable as 
though it were part of the implied contract that they must 
present through the Eastern Bank or as though the 
principles of principal and surety applied failed. Lord 
Sumner said: “The appellants’ description of the drafts 
as D/A drafts destroys the validity of their complaint . 
The appellants are not in a position to show that, when 
they discounted these drafts, they bargained that the 
transaction should be without recourse, and in order to 
qualify their direction, given by the letters D/A, and to 
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limit the respondents’ prima facie right of recourse against 
themselves, they must show some contract with them to 
that effect, or some breach or contract or of duty on their 
part, which would have that effect in law.” The mere 
notice that the respondents had of the confirmed credit 
was not enough to bring in any principle of law affecting 
the apparent and prima facie right against the drawers 
of the drafts. In short, the appellants lost the benefit 
of the confirmed credit owing to their own action in 
carrying through the transaction as they did. 

It was sought to say that the principle laid down In 
ve Agra and Masterman’s Bank, L.R. 2 Ch. 391, applied; 
but Lord Sumner distinguished that case by reason : 
(1) that the respondents did not discount the drafts on 
the faith of any invitation (if any) to present to the 
Eastern Bank; and (2) the principle in any event could 
apply only as between the respondents and the Eastern 
Bank, but would impose no duty towards the appellants 
so as to modify the ordinary right of recourse against the 
drawers. 

In the September Law Reports (1927) 2 K.B. 254, the 
case Jebara v. Ottoman Bank in the Court of Appeal is 
reported. It presents a pretty little problem arising from 
war difficulties and, apart from its peculiar facts, is of 
general interest as discussing the question of ‘‘agency of 
necessity,’’ which in a large number of bank cases that 
have not come into Court has been set up as justifying 
a bank in departing from its strict position to protect the 
interests of a customer as a necessary duty of agency, 
owing to emergency arising by the sudden outbreak of 
war or other emergencies. It has not infrequently been 
the case that a bank’s obligations with regard to meeting 
demands of foreign governments on customers’ goods or 
accounts, or a bank’s position with regard to shipping 
documents representing goods accompanying drafts 
for collection against delivery or payment, have been 
disturbed by war emergencies. 

In such cases, it has been said that if to protect their 
customers’ interests they act in a way that under the 
circumstances is reasonable or as “ agents of necessity ’’— 
although not strictly according to mandate they are 
justified. Mr. Justice Greer and Mr. Justice McCardie 
have both considered cases of this kind, and the latter judge 
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has in Prager v. Blatspell, Stamp & Heacock Ltd. (1924) 
1 K.B. 566, boldly discussed the principle underlying 
‘agent of necessity ’’ with a view to expand the law to 
meet the needs of expanding society, although in the 
particular case he found in fact there was no necessity. 
Now in Jebara’s case referred to above, the Court of 
Appeal discourages expansion and, as applied to the 
outbreak of war dissolving the pre-existing contracts, 
says that there can be no implied “ agency of necessity,’ 
for the dissolution of contract is entire and precludes any 
fresh implied “ agency.” 

The facts in Jebara’s case were these. Jebara, a 
British subject, had carried on a course of business of 
consigning Manchester goods to a customer in Beyrout, 
drawing a bill at sight in sterling for price of goods and 
commission, handing the bill plus bill of lading and 
invoices to the Manchester branch of the Ottoman Bank, 
who made an advance to him and then sent the documents 
to their Beyrout branch, who collected from the customer 
in exchange for the goods. On the Manchester branch 
being advised by Beyrout that the amount had been 
paid, a cheque for the sterling value of the bills, less 
any advance made, was handed to Jebara. Goods dealt 
with in accordance with this course of business reached 
Beyrout just before the outbreak of war between England 
and Turkey, on which date the bank held the bills and 
documents representing these goods. After the outbreak 
of war the bank released the goods to the Turkish pur- 
chasers as and when they demanded delivery, taking 
payment in Turkish piastres and paper. Naturally the 
rate of exchange had altered heavily. At the conclusion 
of the war the bank claimed the right to pay over to the 
plaintiff an amount in sterling which at the then current 
rate of exchange represented the value of the piastres 
and paper received in payment for the goods. Owing 
to depreciation of Turkish currency this meant a serious 
loss to the plaintiff, and he brought his action claiming 
to be paid the sterling amount of the bills at sight, or 
alternatively damages for conversion of the goods. 

Mr. Justice Rowlatt gave judgment for the plaintiff 
on the bills and did not decide on the question of con- 
version. On appeal, the Court of Appeal decided the 
case in favour of the plaintiff, not on his liquidated claim 
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on the bills, but on the ground of conversion against the 
bank, and ordered an inquiry into damages if no agree- 
ment were arrived at. The Appeal Court (Bankes, L.J.) 
said: “‘ At the outbreak of war the contracts in each 
case were executory. As between Jebara and his cus- 
tomers the goods were undelivered and unpaid for. As 
between Jebara and the bank the goods were in the 
custody of the bank at Beyrout, the mandate to deliver 
them and collect was unperformed . . . the effect of the 
outbreak of war was to dissolve the contracts. From 
that moment Jebara’s customers ceased to have any right 
to demand delivery of the goods and the Beyrout branch 
could no longer claim to act under the mandate 
unless the bank can justify the action of their Beyrout 
branch in parting with the goods on some ground other 
than that they were acting on a mandate which had 
ceased to exist, the bank hav e been guilty of a conversion 
of the plaintiff's goods for which they must be held 
liable in damages.”’ 

The ground the bank pleaded in justification was that 
in the emergency created they were “ agents of necessity.’ 
On the facts the Court held that the bank never regarded 
themselves as agents of necessity but purported to act in 
compliance with the original mandate and that evidence 
failed to establish the necessity. But the Court went 
farther (per Scrutton, L.J.) and hesitated to extend the 
well-known doctrine (as applied to such cases as masters 
of ships) to general relationships—and a perusal of that 
learned judge’s opinion shows clearly enough that it 
is not safe to carry the doctrine farther than the 
well-known types of cases to which it is now extended. 
In any event, Scrutton L.J. pertinently asks how can it 
ever apply to cases where it is to be implied from a pre- 
existing contract or mandate which itself is dissolved by 
the outbreak of war: ‘‘ How can one imply a duty in 
an enemy to protect the property of his enemy? Will 
he not be violating his duty to his own country if he 
takes active steps to preserve an enemy’s property ? ”’ 

We have advisedly refrained from dealing with 
subsidiary points in this case as to the precise effect of 
the argument on the bills themselves, or as to the effect 
of a clause of the treaty which was discussed but held 
not to apply. The general interest of the case is to 
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provide the strong authority of Scrutton L.J. against the 
suggestion that banks doing foreign business (who have, 
as we know, not infrequently been in difficulties not 
dissimilar from those created by the Ottoman Bank in 
Jebara’s case) can rely on “‘ agency of necessity’ in 
doing something reasonable and proper to protect in- 
terests committed to them on contract or mandate that 
is in itself dissolved by outbreak of war. Secondly, it is 
valuable as indicating that in other cases where banks 
acting as they think in the best interests of their cus- 
tomers in unforeseen emergencies cannot too readily 
assume that if the customer afterwards objects, they 
can rely on the doctrine of “ agency of necessity,’ the 
tendency appearing to be not to extend the operation 
of that principle beyond the well-recognized cases such 
as shipmasters, common carriers by land, or acceptances 
or payment of bills “‘ supra protest.”’ 

In the same September volume of the reports (1927) 

K.B. 297, appear full reports of the judgment of the 
Court of Appeal in Importers Co. v. Westminster Bank 
shortly discussed in our issues before the Long Vacation. 
It may be desirable in later issues to note one or two 
points of general value emphasized by these fuller 
accounts of the judgments. 

And in the August volume of divorce reports a case 
raises an interesting point as to the garnishee rule. It 
was sought by a creditor (who was a wife being a judgment 
creditor in respect of costs of divorce proceedings) to 
attach by garnishee a credit of the judgment debtor on 
an account at a foreign branch of an English bank, at 
which foreign branch foreign currency was in use. Mr. 
Justice Hill held that in such a case balances at foreign 
branches do not constitute debts recoverable within the 
jurisdiction (i.e. within England) and cannot be attached 
by a garnishee order. 


Union Bank of Australia 


The Union Bank of Australia announces that 100,000 
ordinary £15 shares, £5 to be called up, have been 
provisionally allotted to shareholders on the register 
on October 15 in the proportion of one new share for 
every seven shares held, 
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Mr. Winston Churchill 
By the Right Hon. Philip Snowden, M.P. 


HARACTER sketches of living personalities are 

( seldom very satisfactory. There is a natural 

reluctance on the part of the writer to say anything 

which may wound, and anything of the nature of a 

critical estimate of the personality’s place in the public 

life of his generation, or of his contribution to the thought 

and progress of the nation, is not possible so long as the 
subject of the sketch is still alive and active. 

But the public appetite for peeps into the private 
life and the human character of public men is voracious. 
An account of the life of a popular personage, if racily 
written and if it contains a number of good stories 
which show that a popular character is quite human 
after all, can be interesting and fascinating. All men, 
however humble, like to feel that they have some gifts 
or weaknesses which are shared by men of more exalted 
position. It gives that touch of nature which makes the 
whole world kin. 

An uncritical admirer of Mr. Winston Churchill has 
written an intimate sketch of nearly three hundred pages, 
which he describes as a modest tribute to a Great Man.* 
The writer is anonymous, but it is obvious he has had 
opportunities of picking up a good deal of knowledge 
of the Chancellor of the Exchequer’s career hitherto 
unknown to the public. 

Mr. Churchill has a complex character. His position 
in public life is unique. In nearly every respect he is 
different from all other contemporary politicians. Per- 
haps, in some respects, his nearest prototypes are Lord 
Birkenhead and Mr. Lloyd George. He equals Lord 
Birkenhead in brilliance, and he has the keen scent for 
a political situation of Mr. Lloyd George. 

Mr. Churchill and Lord Birkenhead have one other 
thing in common. They excite admiration, but they 
never command popular affection and devotion. That 
is usually the fate of men who are superlativ elv brilliant. 


‘Winston Churchill.” By ‘Ephesian. (Mills and Boon.) 
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The average person distrusts a brilliant man. Mr. 
Baldwin owes what popularity he has achieved to his 
stolidity. His admirers trust him because they think 
that he is not clever enough to get too far ahead of them. 

With Mr. Churchill it is different. He is the ad- 
venturer, the soldier of fortune. An escapade has an 
irresistible fascination for him. It is related, with what 
truth I do not know, that when the Cabinet were waiting 
for the last stroke of twelve which brought Great Britain 
into the war, he alone among his colleagues was full of 
a feverish excitement. When the last note struck he is 
reported to have said: “‘ Now we are in it!’’ The war 
to him was a great adventure. 

This story, whether true or not, is typical of Mr. 
Churchill. It is the recklessness of his character, the 
love of excitement, the feverish desire to be doing some- 
thing which has in it the spice of risk and adventure 
which explain why he is such a fascinating personality 
in public life. It also explains why he is not trusted but 
admired, and why he has never been able to arouse that 
personal affection and devotion of the public which 
statesmen like Mr. Gladstone, Lord Oxford, Lord Balfour 
and others have secured. 

But these characteristics of Mr. Churchill are attrac- 
tive. They fascinate. They assure for him a prominent 
place in public life. Whatever gyrations he may yet 
perform in our party politics, he will always be a force 
to be reckoned with. If he is not helping the fortunes 
of the party with which at the moment he happens to be 
associated, he will be making mischief for it. 

There is an attractiveness in everything he does. 
His high spirits are irrepressible. It was said of a French 
monarch that no ruler ever lost a kingdom with so much 
gaiety. Mr. Churchill is as happy facing a Budget deficit 
as in distributing a surplus. 

The writer of this sketch of his career quotes a descrip- 
tion of Mr. Churchill which hits him off most aptly. 
“ There are times,”’ says Mr. H. G. Wells, ‘‘ when the evil 
spirit comes upon him, and then I can only think of him 
as an intractable little boy, a mischievous, dangerous 
little boy, a knee-worthy little boy. Only by thinking 
of him in that way can I go on liking him.”’ 

We all like Mr, Churchill for his impish, boyish tricks, 
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We admire him, but we no more trust him for serious 
business than we would trust the intractable little boy 
out of our sight. 

Mr. Churchill is as fascinating in private life as he is 
in the House of Commons. He dominates every company 
in which he may be. This story is related of him as a 
boy at Harrow. A visitor is surprised to see a small, 
red-headed boy careering breathlessly round one of the 
playgrounds. He asks who he is. “‘ Oh, that’s young 
Churchill,’’ comes the answer; “ he talks so much, this 
is the only way we can keep him quiet. 

His talkativeness springs from an exuberant vitality. 
As a speaker he has greatly improved in fluency since he 
first entered the House of Commons.’ His style has 
changed, but I doubt if for the better. In his earlier 
days he was more serious. Nowadays he is too prone 
intoxicated with the exuberance of his own 
verbosity.”” I know no man who so obviously enjoys 
speaking. There are pitfalls in that, and Mr. Churchill 
does not escape falling into them. The House of 
Commons has come to look always for liveliness and 
scintillating flashes in Mr. Churchill’s speeches, and when 
these are not forthcoming he falls flat. 

His face is a perfect mirror of his emotions. It 
quickly changes from grave to gay. We always know 
when a witticism or epigram is coming. His face brightens 
up in anticipation of the cheers or laughter he expects 
it to call forth. His speeches amuse and entertain, 
rather than instruct or inform. 

He has gained much greater facility as a ready debater 
in the last few years. I have never seen him put to the 
test of having to reply at length in debate without an 
interval for preparation. But I do not think he would 
fail in that test, though he seems unwilling to attempt 
the risk. I remember when he was Under- Secretary for 
the Colonies in 1906, Mr. Joseph Chamberlain moved the 
adjournment of the House on a South African question, 
and it fell to Mr. Churchill to reply. He had only a 
few hours in which to prepare his case, and he spoke 
admirably. Mr. Churchill told a company that was the 
first occasion he had ever spoken without practically 
committing his speech to memory. It was this habit 


which was responsible for his breakdown in a speech 
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on the Trades Disputes Bill in 1903. His memory had 
failed him. 

Mr. Churchill is a hard hitter in debate, but he is not 
unfair. He keeps his temper admirably, even under 
severe provocation. I have always found him to be a 
courteous and good-tempered antagonist. Indeed, I 
have often wished that he were more liable to lose his 
temper. He would be a less formidable antagonist if 
he possessed that failing. 

He has the chivalrous instincts of the fighter. I 
have said some hard things to him and about him, but 
I am sure he has never borne the slightest malice or 
ill-will. “The purpose of our debates is to attack our 
political opponents,” he said to me once; “and the 
harder we hit, the better we are doing our job.’’ One 
cannot help liking a fellow you have kicked, or who 
has kicked you in a fair fight. And I am sure that is 
how Mr. Churchill regards political controversy. 

The writer of this volume indulges in prophecy as to 
Mr. Churchill’s political future. Will he yet achieve 
higher political office? He is still young enough to go 
farther. I know of only one obstacle possibly to prevent 
that, and to that I have referred already. His changes 
of party have undoubtedly prejudiced his chances of 
becoming Prime Minister and leader of the Conservative 
party. They have not inspired confidence in his political 
stability. 

If he had remained in the Conservative party I do 
not doubt that he would today have been Prime Minister. 
He has far greater qualifications for that position than 
any other member of the present Government. But 
there is always a lurking fear that his recklessness might 
land his Government and the country into a deplorable 
misfortune. 

But I think a sense of grave responsibility might 
sober him. Though a man of strong individuality he is 
not uninfluenced by his officials and advisers, and I 
have often been entertained to hear him repeat with 
grave solemnity sound financial maxims which I recog- 
nized as the doctrine of the Treasury officialism though 
the voice was the voice of Churchill. 

The writer of this sketch of Mr. Churchill quotes an 
opinion of him given by Lord Morley. “I have a great 
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liking for Winston, for his vitality, his indefatigable 
industry and attention to business, his remarkable gift 
of language and skill in argument, and his curious flair 
for all sorts of political cases as they arise, though even 
he now and then mistakes a frothy bubble for a great 
wave.” 

I am sure all who have been brought more or less into 
intimate association with “Winston”’ will endorse Lord 
Morley’s opinion of him. It is his misfortune that the 
public appreciation of him is not so favourable as that 
of those who know him more intimately. One side of 
his complex character has mainly impressed the public, 
and that not the most admirable of his many great 
qualities. 

This volume, though light and sketchy, and in no 
sense a profound study of his character, is very enter- 
taining, and no political opponent or prejudiced person 
can read it without feeling that he possesses great qualities 
of statesmanship, great courage, untiring industry, and 
gifts of almost unrivalled brilliance. 


Books 
Helfferich's “ Money” 


HE publication of the English translation of this 
book of about 650 pages in two large volumes is 
an important event for students of monetary 

systems and problems. Professor Gregory, in his intro- 
duction to the English translation, states that although 
the book is complete as it stands, it does not fully embody 
the author’s original intention, which included a com- 
panion study on “ Banking.” It is greatly to be regretted 
that circumstances prevented this plan from _ being 
carried out. A book on this subject, written on the basis 
of German experience as a foundation and in the lucid 


* “*Money.’’ Translated from the German of Karl Helfferich by Louis 
Infield, M.A., O.B.E., and edited with an introduction by T. E. Gregory, 
D.Sc. (Econ.). In two volumes. London: Ernest Benn, Ltd. In ‘‘ Modern 
Finance Series.” 
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style of the present volume, would have been invaluable 
to students of business and industrialists in this country 
at the present time. The system of financing industry 
in Germany differs in many respects from that practised 
in this country, and has had an important influence in 
the transformation of German industry in the course of 
a few months from the artificial circumstances at the 
height of the inflation boom, when productive capacity 
was largely in excess of reasonable requirements, to the 
normal state required to meet the ordinary needs. The 
corresponding transformation in this country, in which 
the banks exercise practically no direct influence over the 
number of firms engaged in a particular occupation, has 
been long and painful, and is for many industries not yet 
complete after many years of travail. It would have 
been of special value to have had a description of the 
banking system by which this has been achieved written 
by such an authoritative writer as Dr. Helfferich in a 
translation so well done as the two volumes now 
published. 

The English editor is justified in his claim that the 
book deserves a high place in its field. It is the sixth 
edition, and was published in Germany in 1923, the first 
edition being issued about twenty years earlier. The 
author, however, altered and added to the work in 
successive editions, and, when writing in 1923, had the 
advantage of the most intensive experience of monetary 
problems which it was possible to imagine, having passed 
through the wartime period in which, in Germany, 
money for a time practically lost its function as a medium 
of exchange while barter took its place, and also the 
post-war inflation period in which money lost its function 
as a common denominator of value. The author was in 
a position similar to that of an enlightened driver of a 
motor-car. While the car was driving well he understood 
its normal functioning through close study; when the 
car broke down, and was taken to pieces, there was 
much more to be learnt and he learnt it thoroughly. 
Unfortunately, the author did not live to see the recon- 
struction of German currency, as he was killed in a 
railway accident before the monetary reconstruction 
of Germany was completed in November 1923 (the 
statistical tables are brought up to March 1923), but his 








HELFFERICH’S “MONEY” 429 


paragraphs on the monetary situation in Germany during 
the period of depreciation are some of the most interesting 
in the book, and bear witness to the extent to which he 
thoroughly grasped the fundamental principles of a baffling 
problem. Taking this portion of the book in conjunction 
with the monograph by Lord D’Abernon on German 
currency, published shortly after his retirement as 
H.M. Ambassador at Berlin (“Journal of the Royal 
Statistical Society,’ Part I, 1927), a comprehensive 
picture is obtained of the monetary circumstances during 
the most painful period through which any highly- 
developed nation has passed. Lord D’Abernon refers to 
the first stage of German inflation—when Treasury Bills 
were put on the same footing as Trade Bills of Exchange, 
and the Reichsbank held them against note issues—as 
the “Helfferich”’ stage. 

Helfferich, however, was not an apostle of inflation. 
He was an opponent of the doctrine of Knapp, which 
certainly could be described as an inflationary one, and 
it was another evidence of the irony of circumstances in 
exceptional periods that the first stage in the downfall 
of German currency should take place while monetary 
policy in that country was in the hands of one who 
had all his life been an orthodox upholder of the gold 
standard in a country in which the most brilliant critics 
of that system had flourished. This was the second 
occasion on which, under stress of circumstances, Helfferich 
had departed from the sound orthodox course, since he 
was one of the advisers responsible for Germany’s exces- 
sive recourse to credit rather than to taxation for financing 
war requirements. It is noteworthy, therefore, that such 
a shrewd observer as Lord D’Abernon should praise him 
for his foresight in gauging the psychology of the agri- 
culturists in Germany and in advocating the “ Roggen- 
Mark” (Rye-mark) scheme for stabilizing the currency. 
The ‘‘ Renten-Mark,”’ which was ultimately adopted, was 
an extension of the ideas first formulated by Helfferich. 

The book hardly lends itself to detailed reviewing 
chapter by chapter, since its essential feature is the 
unity of conception throughout. More than one-third 
of it (Part I) is devoted to an historical discussion of the 
development of money and of monetary systems, and the 
erudition of the author—remarkable in one who had 
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such a busy, practical life—has resulted in a record 
which will, no doubt, for long be a source of knowledge 
for students. Generalization from wide historical scholar- 
ship combined with practical knowledge is, unfortunately, 
all too rare, and British students of economic literature 
have to regret that the late Dr. Walter Leaf, in ability, 
training, and erudition similarly equipped to Dr. 
Helfferich, did not essay a work on similar lines. The 
second part deals entirely with theoretical considerations. 
Section I deals with money in economic life, Section II 
with the organization of money, and Section III with 
the demand for money, the supply of money, and the 
value of money. Students who are acquainted with the 
fairly extensive literature in our own language on the 
subject will probably consider the first two sections in 
this part the least novel. It is in these sections that a 
tendency to verboseness is most evident, and instances 
could be quoted where substantial space is taken to 
explain what is fairly obvious, or, at any rate, requires 
but little consideration. Perhaps the most valuable 
section in the book is that on “Changes in Value of 
Money from 1850 to the Present Day.’”’ The author’s 
description of the trials and tribulations of Germany 
during the years of currency troubles serves as an 
authoritative account, from a _ different standpoint 
from that of Lord D’Abernon’s referred to above, of 
an unprecedented experience for a highly organized 
community to pass through. 

The gratitude of English students of monetary 
policy, and especially those not able readily to read the 
original volumes in the German language, are due to 
the publishers of this book as well as to the translator, 
whose work has been very thoroughly done. It is rare 
in a translated technical work to find the smoothness of 
diction which is prominent in this book, and the reader, 
had he not been told he was reading a translation, might 
frequently go through long passages without any internal 
evidence that the thoughts of the author had first been 
expressed in one language, and that another person had 
translated his words into a second language. One of the 
great merits of the book is that the thoughts of a deep 
thinker have been worthily translated. 

E. C. SNow. 
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Banking and Currency 


Mr. Beaumont Pease’s Address 


(On October 19 the chairman of Lloyds Bank gave the following address to the 
Central Council of the Economic League) 


address you today on the subject of banking, and 

particularly with reference to the attacks which 
are continually directed against our banking and currency 
systems, I gladly consented to do so, because there is a 
great deal of prejudice, a great deal of ignorance, and a 
large amount of propaganda, partly political and mostly 
mischievous, against the institutions which carry out 
these functions; and if I can say anything which may 
simplify the subject, or which may provide arguments for 
counter propaganda, I feel I may be doing some little 
service to those who want to get at real facts and some 
justice to those who are endeavouring to carry out these 
financial duties to the community fairly and to the best 
of their ability. 

“Fortunately, my task, not a very easy one owing to 
the complicated nature of the subject, is made somewhat 
less difficult by the mutually destructive arguments of our 
critics. While, on the one hand, banking in this country 
is called a moneyed trust, or monopoly, without any possi- 
bility of effective competition, it is accused, on the other 
hand, of being recklessly extravagant in the way it com- 
petes to increase the number of branches established 
throughout the country. We are told that we are 
parasites battening on and exploiting to our benefit the 
trade of the country, while another batch of critics says 
that the amount of money we have lent to industry, as 
measured by the proportion of our advances to our 
deposits, is dangerously high. We were loudly blamed by 
some for starving agriculture and not giving sufficient 
credit to the small farmer, while others, with perhaps 
greater reason, equally loudly asserted that if we had 
hardened our hearts in 1920 and been less responsive to 
the farmers who were anxious to buy their farms at boom 
prices, they would have been in a less difficult position at 
the present time. It is agreed by some, as indeed is an 
obvious fact, that we are dependent on trade for our 
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livelihood ; yet it is stated by others that all we do in 
return is to put a stranglehold on it, as if banking directors 
were either insane or desirous of committing financial 
suicide. I could lengthen the list of these antagonistic 
criticisms indefinitely, but I do not think it is really worth 
while. What I want to get at is the motives of these 
attacks, whom they are directed against, and to explain 
whether they are justified. 

“The three culprits responsible for our banking and 
currency systems, and therefore for most things which go 
wrong with trade or cause unemployment are, I gather, 
the Government, the Bank of England, and the joint- 
stock banks; and it is not difficult to discover why they 
are attacked. 

“The Socialists naturally want to discredit the 
Government, they also want to get hold of the banking 
resources of the country, in order that they may be in 
a better position to finance their economic and social 
schemes ; and there are others who are no doubt perfectly 
sincere in their views, who think that a system of currency 
based not on gold but on some hypothetical index figures, 
or commercial production, or social service, or some other 
more or less fantastic and impracticable factor, would 
remove all the difficulties of our industries and the causes 
of social unrest. It is impossible for me to examine all 
these schemes in detail. They may form suitable subjects 
for after-dinner discussion, for debating societies, and for 
other occasions when time is no object and when a prac- 
tical outcome for these theories is not really looked for or 
expected ; but many of you are business men and all of you 
live ina business world, and it would be waste of time for 
us to consider here the absurdities of schemes which have 
no earthly chance of ever being put into practice. Most 
of them have not even the merit of novelty; they have 
generally been brought to the surface after parts of the 
world have been submerged in some great catastrophe, 
such as a widespread war which has temporarily dislocated 
ordinary financial conditions, and which has necessitated 
subsequent painful readjustments with their consequent 
difficulties and hardships on different sections of the 
community. 

‘“ Now, what is the chief crime of the Government, to 
take the case of this criminal first? It is stated that 
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following a period of considerable inflation and soaring 
prices, which no doubt meant considerable profits for the 
time being to manufacturers and incidentally to bankers, 
the Government interfered with this pleasant process by 
requesting bankers to reduce credit, by inducing the Bank 
of England to do the same, by curtailing currency issues, 
and by restoring the gold standard. Now, undoubtedly 
one of the effects of this was to bring prices down; but 
was that a crime? Is it not exactly what ought to be 
done when a boom in trade and a wave of speculation is 
causing a dangerous situation ? Is it not precisely what 
the advocates of a managed currency insist is the right 
course in order to prevent too great fluctuations in prices, 
with the consequent cycles of booms and slumps? And 
what was the alternative? To follow the example of 
Germany and allow the continuing spread of inflation to 
increase in such ever-growing proportions that all citizens 
would hasten to get rid of their rapidly depreciating cur- 
rency, by converting it at the earliest possible moment 
into boots or food, houses or pianos, or anything material 
which would not vanish away into thin air; anything in 
fact, rather than keep the wretched currency, which in 
some cases lost half its value during the time it took to 
draw it out of the bank and take it to the boot shop! 
All very nice and easy, so long as it lasted, for the maker of 
the boots, houses or pianos, who could not produce these 
articles fast enough to meet the demand, but we all know 
that such a process is unable to last. The most bigoted 
opponent to deflation knows that the longer inflation 
continues the greater the crash when the end finally and 
inevitably comes. What would those who find fault with 
the action of the Government have done, if they had had 
their way? Major Douglas would have produced his 
“New Age’ credit scheme, which was thought worthy of 
a special committee appointed by the Labour Party 
Executive to inquire into its merits, and even they 
declared it to be fantastic, theoretically unsound, and 
unworkable in practice. Mr. Mosley would apparently 
have continued to stuff the people’s pockets full of con- 
sumers’ credits, in the belief that no inflation would take 
place because the increase of goods would keep pace with 
the increase of credit and currency. Mr. Taylor Peddie 
would have started his ‘ monetary system akin to barter 
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economy ’ which, in his estimation, is the solution of all 
our troubles, and which apparently means that as long as 
a sufficient number of commercial bills are drawn currency 
can be legitimately issued against them without stint and 
without any risk or danger. 

“Another amateur economist has faith in the belief 
that the only moral and right basis for currency is 
service to the State. 

“The advocates of a managed currency would 
probably admit they would have done something akin 
to the action of the Government, but in not such drastic 
fashion. The worst of any measure of deflation is that 
it is bound to act with alarming speed. The moment 
the red danger signal is shown the progress of trade is 
stopped at once. The stoppage must be more or less 
abrupt, or the headlong flight be allowed to continue. 
A more just criticism of the Government’s action, it 
seems to me, is not that they applied the brake, but that 
they did not apply it soon enough. 

“The Bank of England and the joint-stock banks 
stand as criminals in the same dock as the Government 
in so far as this first charge is concerned, on the grounds 
that they yielded in 1920 to Government pressure for 
the curtailment of credit. Nothing is said by our 
accusers of the fact that subsequent to that date the 
proportion of our advances has continuously increased, 
and we are further most illogically accused of acting on 
interested and unpatriotic grounds. The posthumous 
papers of Lord Milner are brought into court to bear 
witness against us: ‘Just as productive industry wel- 
comes rising prices, the moneyed interests must always 
be in favour of falling prices, because they render its 
own wares—money—more valuable.’ He further adds 
that ‘they—the moneyed interests—must be necessarily 
and invariably unpatriotic.’ Statements like these, 
coming from such a source, must be treated seriously, 
and I confess it is difficult for me to understand how 
Lord Milner, an undoubted patriot, and equally without 
doubt a banker, can have written as he did, or what he 
can have had in his mind when he wrote it. The only 
possible ground for the suggestion that the interests of 
trade and banking are inimical seems to be the fact that 
a comparatively high bank rate usually brings more 
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profit to bankers, while it is an added burden to industry. 
This is not always the case, because the real factor of 
profit to the banker is the margin of difference between 
his lending rate of interest and his deposit rate, and 
though this is sometimes greater when the bank rate 
is high, it is fnot always so, and usually they move up 
and down together. The argument behind Lord Milner’s 
statement seems to be as follows: As bankers employ a 
large proportion of their resources in making loans it 
pays them better to have the value of money rising, 
because what they lend today will be repaid tomorrow 
when money is worth more. If this is what he had in 
mind when he wrote the statement quoted above, he 
must have forgotten that for every sovereign a banker 
lends, he borrows nearly two, and if he were really 
actuated by motives of momentary self-interest he 
would prefer a depreciating currency and would have 
been a prophet of inflation and an opponent to the 
restoration of the gold standard. A glance at any bank 
balance-sheet will show that the deposits owing to the 
public are on an average about double the advances 
made to their customers. 

‘This brings us to the second great crime of the 
Government—the restoration of the gold standard and 
the consequent appreciation of sterling. The question 
has created a considerable amount of discussion, exactly 
the same kind of discussion under somewhat similar 
circumstances which took place more than a hundred 
years ago after the Napoleonic wars. It is a difficult 
question to come to a final conclusion upon in a cursory 
debate or speech, because the moment of reimposition 
of gold is attended by undoubted drawbacks. Export 
trade must suffer. As our currency appreciates foreign 
countries necessarily find it more difficult to buy our 
goods, and those of our trades which cater for foreign 
customers go through a lean time and help to swell the 
ranks of our unemployed. I do not deny this. But it is 
not the whole story, nor is it necessarily a lasting one. 
Why do not those who are never tired of declaring 
that the action of the Government in this matter 
is the cause of our bad trade and responsible for our 
unemployment sometimes draw attention to the fact 
that another result of the gold standard is that whatever 
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we have to buy is now cheaper. Our bread, our food, 
everything that we have to buy from abroad now costs 
us less than it would otherwise. When there arises the 
question of taxing the working man’s food, what an 
outcry there is from the very gentlemen who are now 
entirely silent on this aspect of the gold question! Are 
they wholly sincere in their accusations? Would they 
really like to see our currency depreciating and following 
the course of which other countries have given us such 
terrible examples? The truth is, I am afraid, that 
there is something sinister in the Socialist attitude on 
this and kindred questions. I wonder if any of you 
read the excellent address by Sir Hilton Young on 
age aren Banking, and Currency,’ which he delivered 
last June? If not, I should advise you to get it, and I 
shall take the liberty of making some quotations from it. 
‘ Having pointed out that the constant effort of the 
Socialists is in the first place to discredit the gold standard, 
and in the second place to discredit the Bank of England, 
he states his belief that these two efforts are made largely 
for political reasons, in order obliquely to advance the 
Socialist cause, and he concludes his address with the 
remark that he has failed in his purpose if he has not made 
clear the very serious intention behind the attack on the 
gold standard and on the Bank of England. ‘ That inten- 
tion, amongst certain reckless and ignorant men, is to 
gerrymander the currency to finance schemes of socialism.’ 
Let me remind you that ‘ if a rose under any other name 
doth smell as sweet,’ so under any other name are the evils 
of inflation equally apparent. Let us see for a moment 
what are the arguments for the gold standard which the 
Socialists condemn so loudly. ‘ In spite of the fact that 
gold does no doubt rise and fall in value a little, producing 
rises and falls in the value of currency and in prices, as the 
supply of gold diminishes or increases, there is no other 
standard of value which does not fluctuate to a still greater 
extent, and gold above all is the only commodity which all 
over the world, at all times and in the same degree, is 
desired and inspires confidence as a measure of value. It 
is therefore the best means of exchange between countries, 
and the best material for adjusting prices between one 
country and another.’ A country which has a gold 
standard has a stable exchange, and you, with your 
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knowledge of trade, will agree that an essential condition 
for the prosperity of the foreign trade of a country is that 
it should have stability in its exchanges. I have already 
referred to some of the alternatives suggested by the 
Socialists. Sir Hilton Young deals with the proposal 
which has the greatest weight of authority and dialectic 
skill behind it, namely, that our currency should be 
administered ‘ scientifically,’ so as to eliminate the 
fluctuations in prices due to the varying supply of gold. 
The supporters of this theory suggest ‘ that instead of the 
gold standard the value of the unit of currency should be 
regulated by reference to a theoretical index number 
based on the price of commodities, what in fact is called 
a ‘“‘managed currency,” though all currencies are 
‘managed ”’ to a certain extent. In this case it would 
have to be managed by the authorities examining the 
prices of all staple commodities such as wheat, wool, 
cotton, etc., and adjusting the relation between these 
commodities and the currency.’ Be it remembered also 
that exactly the same people would have the duty of 
making these conflicting and highly intricate calculations 
who, according to the Socialists, have made such a hideous 
mess of things over the comparatively simple gold stan- 
dard. One trembles to think of the confusion which 
would be caused if the same incapable individuals tackled 
the much more difficult problem, or what the valuation 
of our currency would be in the eyes of foreign nations. 

‘ Theoretically,’ Sir Hilton concludes, ‘ it is possible ; 
practic ally it is impossible.’ 

To turn to the next point of attack, the Bank of 
England. Behind this attack Sir Hilton Young sees the 
same sinister tendencies as behind the attack on the gold 
standard. He points out that ‘ the most powerful weapon 
in the hands of extremists, which has enabled extreme 
Socialists to go farther in the direction of Socialism and 
which has been most disastrously powerful for carrying 
out the extremist programme for the ruin of the capitalist 
system and the overthrow of the existing order, is the 
device of inflation.’ In the minds of extremists he 
believes that he detects ‘ the intention to undermine our 
gold currency standard and the Bank of England’s 
organization in order to pave the way for a process: of 
inflation to be used as a method for overthrowing the 
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capitalist system and winning victory in the “‘ class war”’ 
by the ruin of all owners of savings. Now, so long as you 
maintain the gold standard and stick to the law that the 
value of your paper currency has to be equal to so much 
gold, it is impossible for there to be any mischievous or 
ruinous inflation, and so long as the management of 
currency is in the hands of a body that is independent of 
the Government it spikes the guns of a would-be inflating 
Cabinet. If you had a Socialist Government in power, 
beta they could inflict an inflation tax upon the middle- 
class of the country, they would have to go round to the 
Bank of England and persuade the Court and Governor of 
the Bank of England to inflate. Of course, so long as the 
Bank of England is an independent force they cannot 
persuade them. The Bank of England has no political 
axe to grind; it is responsible for the financial solvency 
and probity of the country and would never consent.’ 
‘““T now come to the question of the nationalization of 
the Bank of England and of the other banks in the country, 
and this is the last main point to which I wish to draw 
your attention. The reason, as I have reminded you, why 
Socialists desire this measure is because it is a means to 
an end, and incidentally because they have taken national- 
ization generally as a main article of their creed, and, 
obsessed by the sound of the word, they clamour for it in 
any form without fully considering whether the result 
would be productive of any advantage. I think there is 
some reason for the view that the Socialist aim has some- 
thing sinister in it. If they wish to control the Bank of 
England and the banks, not because they believe they are 
badly run or would be better conducted by the State, but 
because it would make it easier for them to carry out their 
schemes when they get into power, it explains a good deal. 
The worst of it is that all the arguments and prejudice 
which they bring against the banks are widely published 
and are used as propaganda, and they produce imitators in 
all sorts of amateur economists, who possibly are not 
Socialists ; but because they know very little of banking 
and are attracted by the subtleties of the arguments, join 
the throng of those who are never tired of stating that if 
bankers only knew their business and conducted it pro- 
perly our social and economic difficulties would disappear. 
Someone is therefore never wanting who is prepared 
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to produce a stick with which to belabour the poor 
banker. Why he is thought to be so all powerful, and 
what is the nature of the magical wand which he has only 
to wave to put everything right, every banker would be 
overjoyed to know. This information, however, is never 
given, but all-round abuse is hurled at his head because he 
fails to create what everyone would be only too glad to 
have. He is asked to manufacture credit, to create 
employment, to organize trade, to produce an equilibrium 
of prices, to provide markets, and because he fails in being 
such an all-round magician he is threatened with death and 
extinction. The truth is, to use the language of trade, a 
bank is not so much a factory which manufactures articles, 
as a warehouse which safeguards what has been manu- 
factured by others and produces them when required. 

“To pay the money of their depositors when it is 
demanded is the first and greatest commandment of a 
banker; and who can truthfully state that it is often 
broken in these days by English banks. In that great 
and flourishing country across the Atlantic, which is so 
often held up to us as an example worthy of imitation, 
six hundred banks last year failed. It is true that none 
of these was of first-rate importance, but it involved a 
loss of many millions of dollars to American depositors. 
Has any English depositor lost a single penny during 
the same period : ? 

“The second outstanding duty of a banker is so to 
employ the moneys entrusted to him, that, after pro- 
viding sufficient to meet all usual demands and making 
necessary investments in liquid securities, the rest shall 
be placed at the disposal of trade, so that resources 
which otherwise would lie fallow may be used to fructify 
commerce. The various ways in which this is done is 
familiar to all of you: by granting loans, by discounting 
bills, by opening credits, by giving acceptances, etc. 
Do the figures of our advances suggest to anyone that 
we have neglected this duty ? And yet those who wish 
to nationalize banks can never say anything good 
about us. 

“Here is an extract from a book I read the other 
day. After stating that ‘the only sound basis for the 
issue of money by the Sovereign power is the acknow- 
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delightfully simple and practical theory—the author 
proceeds to give his views on banking. This is what he 
says : ‘Take, for instance, the business of banking, which 
consists of borrowing and lending money. They perform 
other functions connected with exchange, on which they 
make a considerable profit without responsibility or risk. 
The main business consists of lending borrowed money. 
The average rate of interest paid to the depositor is 
1} per cent. per annum. The average rate charged for 
loans never falls below 5 per cent. per annum, and is 
generally very much higher, amounting to I per cent. 
over bank rate, and any period of less than a month 
being charged to the borrower as a full month.’ I should 
be interested to learn the name of the fortunate bank 
which has the privilege of keeping this gentleman’s 
account! ‘Thus the banker, in return for his work in 
negotiating loans with full security and no risk of loss’— 
no risk, you understand— makes a minimum profit of 
33 per cent. on customers’ money’ (you will observe a 
banker has no expenses), ‘and this profit is in most 
cases greatly exceeded. These people lack the capacity 
and motive to exercise the creative function, the only 
function which can justify the legal protection of wealth. 
Such a statement does not necessarily imply that the 
system should be changed. It means that the personnel 
should be changed and that the moneyed interest should 
be identified with or made to serve the interests of 
productive industry, instead of exploiting and ruining 
them.’ Thus you see bank directors, largely drawn 
from those connected with productive industry, spend 
their suicidal days in doing their best to destroy their 
own means of livelihood. It would not be necessary to 
quote such ignorant outpourings if they did not illustrate 
my point that the detractors of our banking system find 
imitators outside the ranks of Socialists who, for their 
own ends, are never tired of pointing out faults, imaginary 
or otherwise, in the financial machine. It shows how far- 
reaching these doctrines are; and when members of the 
late Labour Government, like Mr. Sidney Webb, as one 
of the Committee appointed to examine Major Douglas’ 
scheme, concur in their conclusion that the banks, 
including the Bank of England, ‘should be conducted 
and be owned by the State,’ although it is true in other 
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respects he severely criticized this gentleman’s theories ; 
when we hear Mr. Leach, also a member of the late 
Government, arriving at the same conclusion, on the 
grounds that ‘ banking is a safe, highly profitable, easy, 
and straightforward business,’ and should be taken out 
of private hands; and when we read that Mr. Graham, 
formerly Financial Secretary to the Treasury, advocates 
the same principle, we are bound to accept the challenge 
seriously as a very possible and practical menace. I 
use the word advisedly, because, in my opinion, the 
danger of putting these views into practice and of 
changing our banking system in the way proposed 
would be a very grave one. I have quoted to you some 
very cogent arguments on the subject of the independence 
of the Bank of England as a vital necessity, and you may 
be aware that in the Dawes Report, which, by the way, 
had the full acquiescence of the late Labour Government, 
who claimed the credit and responsibility for it, a 
cardinal condition for the reorganization of the German 
financial system was that the new German Bank of 
Issue should be ‘entirely free from Governmental control 
or influence.” As Mr. Hobson writes in his very clear 
and illuminating treatise, ‘The Case against Nationalizing 
the Banks’: ‘If there is one lesson which recent financial 
history has taught us, it is that the State can never be 
trusted not to abuse any power it has over the Central 
Bank. It is no exaggeration to say that three-quarters 
of the financial dislocation which followed the war was 
due to the domination of banking and currency systems 
by the Governments. It is scarcely necessary to quote 
examples; the experience of such countries as Russia, 
Germany, Austria, Poland, France (where the Central 
Bank, though nominally a purely private institution, 
has so far surrendered its soul to the Government as to 
infringe the law on its behalf) speaks for itself. Ex- 
perience and the all but unanimous voice of economists 
and financiers all over .the world, as expressed, for 
example, at the International Conferences at Brussels 
in 1920 and Genoa in 1922, is against the view that the 
State control of the Central Bank is to be preferred to 
private control. The administration of the Bank of 
England has earned for itself a prestige and a general 
respect which is unique. ‘The responsible elements of 
112 
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the Labour Party—will they deny it ?—share that 
respect to the full.’ 

‘“ What, too, can I say about the proposal to nationalize 
the privately owned joint-stock banks, and here, let 
me remind you of the fact which has often been pointed 
out before, that banks are not owned by what is called 
the money ed interests, but by a vast number of small 
shareholders, the average holding not exceeding a few 
hundred pounds. The actual figures of the five big 
banks in 1925 were given as follows : The paid-up capital 
was £60,473,352. The number of shareholders was no less 
than 275,414, giving an actual average holding of {219 5s. 

“One of the fashionable arguments against the 
existing system is that the small would-be borrower gets 
no sy mpathetic attention. I ask you, as business men, 
is your experience of the sympathy of Government 
officials, the Inland Revenue for example, when you want 
to get anything from them, so encouraging that you would 
prefer to apply to them for a loan rather than to your 
present banker? We are called a monopoly. Which 
would you prefer, a monopoly of ‘ the Big Five ’—where at 
least there are four competitors, to say nothing of all 
the others, to whom you can apply if your own banker is 
not in a lending mood—or a monopoly of ‘ the Big One,’ 
from whom there could be no possibility of appeal ? 
Even members of the late Labour Government, those 
at any rate with whom I have had any conversation on 
the subject, have agreed that the lending part of < 
banking business would have to be conducted under any 
system by exactly the same gentlemen who do it now; and 
although they still adhere apparently to the general 
principle, on theoretical grounds, that ‘ social control of 
credit is essential,’ it is difficult to understand how they 
can insist on nationalization as a practical measure when 
they admit that the greater part of banking business 
cannot be carried on by State officials and when thev 
further admit, as in fairness they must admit, that banks 
are conducted at present in the interests of the general 
community rather than for the benefit of the shareholders. 

“One of the reasons for the prejudice created against 
banks is that they make profits and that they have 
succeeded in continuing to do so even when some of our 
great basic industries are doing badly. That they do 
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make profits is, I am glad to say, true. What would 
happen to them and to industry if they did not? It 
has been out of profits, largely, that those reserves have 
been built up which have enabled them to run risks and 
incur bad debts in their endeavours to assist trade, without 
crippling themselves or endangering the money of the 
depositors. Their profits, too, have been much exag- 
gerated, and the amount which they distribute to the 
shareholders is, on examination, quite moderate. Divi- 
dends of from, say, ten to twenty per cent., which may 
seem handsome at the first glance, assume much more 
modest proportions when it is remembered that they 
represent the return not only on the actual paid up capital, 
but also on the published reserves, which in some cases 
equal the capital, and on the inner reserves and balance 
of profit and loss, all of which are the stake of the share- 
holders in the concerns. When examined from this point 
of view the shareholder’s return on his money dwindles 
to less than five to ten per cent. There is nothing very 
spectacular here in the way of riches, and if the experience 
of the State-owned savings bank is any guide, these 
profits would suffer a very serious diminution if banks 
were controlled by the State. The Postmaster-General 
stated in a speech at the Guildhall on November 3, IgII, 
so we are reminded by the late Dr. Leaf, that every 
transaction in the Post Office Savings Bank costs 47d. 
“If a little boy put a shilling in the bank, it cost the 
Post Office 43d. to accept it, and if he took it out the week 
after, it cost the Post Office 4#d. to pay it out. That is 
perhaps hardly a fair Resend «09 but as far as it goes it 
does not seem to indicate a very profitable basis for 
public banking.’ If people of this country, however, 
prefer to have their money in a State-owned bank, they 
can do so now to a considerable extent, and it would be 
a very simple matter to raise the limit for a deposit in 
the Post Office, when everyone could please himself as 
to whether he should bank with the State or a private 
company. There is at present no maximum for an 
individual deposit in the Post Office, the only limit which 
appertains is that which prevents a depositor paying in 
more than £500 in any one year ending December 31, 
plus the amount of one withdrawal previously made in 
that year. In this connection it is worth while reminding 
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you that the average credit account balance in a joint- 
stock bank, at any rate in the caseof the bank of which 
I have special knowledge, is only about £227. 

“It would be a much more complicated process to 
nationalize existing banks. Are all our Colonial and 
Overseas banks also to be subjected to the same fate ? 
Are foreign banks with branches over here also to be 
nationalized ? If so, do you think it likely that their 
depositors would be content to put their money at the 
mercy of changing Governments? If not, are there to 
be two forms of banks, the nationalized and the indepen- 
dent, running side by side and competing with each 
other? I have little doubt in this case which would be 
the most popular. 

“Akin to the question of nationalizing banks is the 
project for extending municipal banking. What I have 
to say on this subject is directed against the general 
principle involved and not against the one example which 
we have in the Birmingham Municipal Bank. This 
particular bank is well conducted and prosperous, and 
no doubt is a boon to the small depositor, encourages 
thrift, and is useful to the municipal authorities. It 
provides them with large funds at a comparatively cheap 
rate, and it gives them the machinery for making and 
receiving payments which is convenient and economical. 
Nevertheless, I maintain that the principle is a dangerous 
one. In other districts a municipal bank might be made 
by an extravagant Corporation to invest an unjustifiable 
proportion of its resources in loans to themselves, who, 
in their turn, could use them in making drains, building 
houses, or granting relief. What, then, would happen 
if there was a sudden demand by the depositors for the 
return of their money ? The bank would have to call 
in its loans to the Corporation and the Corporation would 
have no means of repaying them except by borrowing 
elsewhere, which might not always be easy. It is one 
thing to entrust your money to a bank run by the Bir- 
mingham Corporation ; it would be quite another thing 
to keep a deposit account with the local authorities of, 
say, West Ham or other areas, the financial affairs of 
which, as we have lately seen, had to be taken out of 
local control because of their extravagance and mis- 
management. The more clamorous advocates of municipal 
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banking are drawn from the very ranks of those who have 
proved themselves incapable of financial management, 
and it is easy to imagine the wholesale bankruptcy and 
disaster which might take place if extreme Socialists 
had both the control of the local government machine 
and also control over the savings of the people.”’ 


The Labour Party al the Banks 


N October 7, Mr. Edward Wise, C.B., moved a 
C) resolution at the Labour Party Conference at 
Blackpool condemning the policy of deflation 
pursued since the war by the Treasury and the Bank of 
England, demanding an inquiry into the operation of the 
Bank Acts, and instructing the Executive to prepare 
a detailed scheme for presentation to the next annual 
conference defining concrete measures for the transfer of 
the banking system from private to public control. 

Mr. Wise said that it was a mockery of democracy 
to suppose that they were masters of the destiny 
of the country, even when in office, so long as the 
banking machine was in irresponsible private hands. 
The Bank of England was a private institution. He 
made no attack on the intentions or capacity of the board 
of the Bank, but the board were responsible to their 
shareholders and to nobody else. The Bank of England 
determined the credit policy of our country and not 
Parliament. That was an impossible position. The Bank 
and the powers it exercised should come under the control 
of Parliament and the country. 

Mr. A. J. Cook seconded the resolution. 

Mr. Ramsay MacDonald recalled the fact that the 
conference had received, earlier in the week, the resolution 
on the surtax. That, and the policy contained in it, 
were prepared by a small committee of the Parliamentary 
Party. He proposed that Mr. Wise’s resolution should 
be dealt with in the same way. What would happen 
was that during the year the report would come before 
the Parliamentary Executive to be considered, and would 
be handed over to the National Executive for further 


consideration. 
Mr. MacDonald’s suggestion was accepted by the 


conference. 
































THE BANKER 





446 


Some of the Buildings of fa 


Société Générale de France 
By Professor C. H. Reilly 


of the Société Générale one realizes that in France, 

as indeed in all countries where there is a definite 
sense of style, there is a much less defined type of bank 
building than with us. A French bank is simply an 
urban structure belonging to its epoch rather than to 
any particular class, or was so till very recent examples. 
The same thing applies to other buildings. The hotel, 
the great store, the block of offices or flats, all look very 
much the same, or did so till the present century. This, 
no doubt, was due in part to the influence of the official 
architects of Paris and the other great towns, who had 
much more control of elevations than the corresponding 
officials in England. Indeed, with us, only Bath and 
Liverpool so far have by law any power over the external 
appearance of their streets, and so far they have refused 
to exercise the powers they possess. The general simi- 
larity of buildings in the Paris streets is due. too, in part, 
to the stringency of the by-laws governing heights and the 
projections of such features as cornices and balustrades. 
But, granting all this, it is due more than anything else 
to a general civic sense which makes, or used to make, 
the character of the street rather than that of any 
individual building the de ‘termining factor. Hence it is 
that there is much less to be said in the way of praise 
or criticism of the great block of building for the head- 
quarters of this bank i in the Boulevard Haussmann than 
there would be with a building of corresponding impor- 
tance with us. The fine, reticent building shown in the 
illustration occupies an important corner site facing the 
Opera House. It forms, therefore, from many points 
of view, a background to one of the most emphatic and 
ambitious public buildings in Europe. The interesting 
thing is, however, that this important building is content 
to play the part of a background, and to play it in a very 
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sportsmanlike way. In so doing, it shows an example of 
good taste which is reflected not only in the general 
shaping of the mass and outline, but in all the details 
as well. Think for a moment of a collection of English 
buildings grouped round one central one of great impor- 
tance. Think, for instance, of the buildings surrounding 
the Bank of England. Would any of them be content 
to be foils to that building in the first instance, and only 
themselves later? Yet that is what this building is to 
the Opera House in the first place and then its own very 
gentlemanly self in the second place. 

When one comes to examine the building in detail 
one sees that, by its general reticence and the absence of 
competing features, the building gains a high sense of 
unity. The whole block is not only one broad com- 
position, but the breadth of its treatment and the volume 
of its mass are enhanced by its simple lines. For instance, 
the two long, continuous balconies binding the whole 
building together, except the central feature of the main 
facade, help by their intermittence there to give sufficient 
emphasis, and no more, to that feature. The continuous 
range of fluted pilasters running between these balconies 
forms a contrasting vertical emphasis sufficient to 
counteract these strong horizontal lines, but not sufficient 
to jar either the harmony of the building or that of the 
street. Below these pilasters and the lower balcony is a 
ground floor reduced to the simplest possible succession of 
arches, and above the upper balcony is the simplest form 
of attic storey and mansard roof to round off the whole. 
These simple things are excellently managed, and in a 
way which shows again the highest taste. Notice, for 
instance, how the run of round-headed windows on the 
ground floor ends at either end with a pair of small 
square ones to give greater strength and repose at the 
end piers. See how sweetly the lines of the rusticated 
jointing flow round all these windows and then tie in the 
three tall door arches to the corner feature. Not a line 
is broken, there is no strident note anywhere. The two 
main features which the building allows itself—the domed 
circular block at the corner and the pedimented central 
feature to the long facade—are so tied into the main 
structure by all this careful detailing that they do not 
isolate and assert themselves as similar features do in 
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England. Compare, for instance, this domed corner to the 
corresponding domed corner of the Gaiety Theatre in the 
Strand, by the well-known English master, Norman Shaw, 
and one sees at once the difference between French and 
English taste in the treatment of an important corner site. 
It may be replied that I am comparing a building of the 
’sixties, when there was still some sense of style left, to 
one of the ‘nineties, when there was none. That may 
be true enough, but the ‘nineties in architecture thought 
themselves very superior to the ‘sixties, and we today 
appear to be as far away from the balance and reserve 
of the ’sixties as ever the nineties were. It must be 
remembered, too, that the ’sixties could make their splash 
when they wanted to, as the Opera House across the road 
only too well demonstrates. 

The agency at Vichy shows a modern building at 
the corner of two streets, and demonstrates quite clearly 
that the French can be as vulgar as we can when they 
like. It is difficult to imagine any two old streets con- 
verging on a more flamboyant and ruthless structure. 
All the harmony and tenderness of the old streets, par- 
ticularly of that on the left, is destroyed by the assertive- 
ness of this modern pile. If it were a thing of beauty 
in itself its size and scale would ill accord with its 
surroundings. In my opinion, however, it is not a thing 
of beauty, but the reverse. It seems to me a building in 
which every feature is trying to compete with every other 
and all are shouting at the top of their voice. If by any 
accident a window by itself is left fairly plain, an emphatic 
balcony is thrust out in front of it for fear the window 
should be lost. It is easy to imagine the Ecole des Beaux 
Arts drawings from which this building probably was made, 
and how slick they looked in their bright colours and sharp 
shadows. Even the flags, which I am sure were on those 
drawings as a finishing touch, are on the building today. 
No, this building is not to our English taste, however 
badly we sometimes manage ourselves when we come to 
a new bank at a corner site in an old town. 

Perhaps the bank had a subtle motive in building 
the Vichy agency. Vichy is a cosmopolitan Mecca, and 
who can doubt that this building greatly pleases tourists 
from places like Tennessee, Wigan and Riga ? 

The agency at Nice, however, is another matter. 
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It is strong and simple in its main lines, yet does not lack 
emphasis. Its character, with its long low lines and its 
deep shadows, seems admirably suited to a semi-tropical 
climate. The end pavilion, where the entrances are, while 
balancing the other pavilion in weight and size, is frankly 
treated as an arched portico, each arch having its tym- 
panum filled in in a way Wren was fond of doing with a 
circular window. Once again, as in the headquarters 
building in Paris, rusticated jointing is well used to 
bind together the lower parts of the structure and 
to articulate them. The French are very clever in the 
use of this particular method of the architect to give 
colour to portions of a building. They are fond of using, 
as here, these long, grooved, horizontal joints without 
corresponding vertical ones, thereby gaining a greater 
breadth. In this building they enrich most admirably 
the whole surface of the two lower storeys and contrast 
with great effect this part of the building to the delicately 
detailed upper pavilions. The Société Générale has, 
I believe, more than a thousand branch establishments. 
Let us hope that most of them are like the Nice 


branch. 


International Banking Affairs 


GERMANY 


Commerz- und Privatbank has also issued a dollar 

loan in New York, with the object of consolidating 
its short-term liabilities abroad. It is stated that 
other similar issues will follow. Possibly several leading 
German banks may issue a cumulative loan. 

In our last issue we reported that the Deutsche 
Ueberseeische Bank may withdraw from Bolivia owing 
to its differences with the Bolivian Government con- 
cerning a forced loan. We are now advised by that bank 
that the controversy with the Bolivian Government has 
been settled satisfactorily. Among other German banks 
operating abroad, the Banco Brasileiro Alemao has 
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decided to reduce its dividend from 8 per cent. to 4 per 
cent. on account of unfavourable business conditions. 

The net profits of the Verkehrskreditbank for 1926- 
27 amounted to 1,391,000 reichsmarks, a slight decline 
as compared with the previous business year. The 
dividend will be maintained at 12 per cent. As a result 
of an agreement between the State Railway Company 
and the Reichsbank, a considerable portion of the former’s 
funds were transferred from the Verkehrskreditbank to 
the Deutsche Gold Diskonto Bank in May last.” A 
substantial decline in the bank’s profits may be, there- 
fore, anticipated. Another bank which published its 
accounts recently for the business year 1926-27 is the 
Deutsche Festmark Bank, whose net profits amounted 
to 156,660 reichsmarks against 130,840 reichsmarks for 
1925-26. Its dividend has been raised from 4 per cent. 
to 7 per cent. 

The losses of the Kreditbank G.m.b.H. Luebeck, 
which suspended payments recently, are estimated at 
546,000 reichsmarks. A reconstruction scheme has been 
prepared, and the Dresdner Bank will grant an im- 
portant credit under the guarantee of the Association of 
Co-operative Societies. 


ITALY 


In view of the great number of failures among 
small banks, the Government and the Bank of Italy 
have adopted a policy of encouraging the amalgamation 
of small banks. Several fusions have been concluded 
recently ; among others, the Banca Popolare di Novara 
has obtained authorization from the Finance Ministry to 
absorb the Banca Mutua Agricola di Vittoria. It wiil 
probably amalgamate also with the Banca Popolare di 
Saluzzio. The Banca di Piccolo Credito will absorb the 
Banca Provinciale di Cueno. 

The expansion of the big banks by means of opening 
new branches continues. The Istituto Italiano di 
Credito Marittimo has been particularly active lately 
in this respect. 

A new Italian credit insurance company has been 
established under the name of the Societa Italiana di 
Assicurazione di Credito. Its initial capital amounts to 
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17,000,000 lire. A group of banks including the Banca 
Commerciale Italiana, the Credito Italiano, the Banco 
di Roma, the Banco Nazionale di Credito, the Banca 
Commerciale Triestina, the Istituto Italiano di Credito 
Marittimo and the Banca Popolare Coop. Anon. di 
Novara have subscribed 4,000,000 of the share capital. 
The remaining 13,000,000 lire has been contributed by 
Italian insurance companies. Another new banking 
project under consideration is the establishment of a bank 
for the purpose of assisting agriculture. The capital of 
the new bank will probably be fixed at 200,000,000 lire, 
and it will be established under the auspices of the 
Italian Government. 

The investigation of the affairs of the Banca Andreis, 
Turin, which has recently suspended payments, has 
disclosed a series of irre gularities. It is alleged that the 
bank has been publishing incorrect balance sheets since 
1920, and that securities deposited by customers were 
employed for the purpose of raising credits. The liabilities 
amount to 30,000,000 lire, against which there are assets 


amounting to 17,000,000 lire. 


HOLLAND 


A new mortgage bank has been established in 
Amsterdam with a capital of 10,000,000 guilder, under 
the name of Transatlantic Land Credit Institute. The 
Amsterdamsche Bank and the Nederlandsche Bank voor 
Buitenlandschen Handel have contributed 50 per cent. of 
the share capital. Another new bank is being established 
to specialize in banking in the Near East. It intends to 
establish a branch in Sofia. The Bank voor der Diaman- 
thandel is issuing new shares to the amount of 250,000 
guilder. The Zaanlandsche Bank has decided to write 
down the nominal value of its shares from 100 guilder 
to 35 guilder. 

Two of the Dutch banks operating abroad, namely the 
Hollandsche Bank voor Zuid-Amerika and the Holland- 
sche Bank voor Weest-Indie have published their accounts 
for the business year ended June 30, 1927. The former’s 
net profits amounted to 1,416,591 guilder against 1,298,150 
guilder for the business year 1925-26. The dividend 
will remain unchanged at 3 per cent. The Hollandsche 
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Bank voor Weest-Indie will distribute a dividend of 
6 per cent. for the business year 1926-27 against nil 
for 1925-20. 

Dr. Vissering, president of the Netherlands Bank, 
contributed an interesting article to the ‘‘ In-en-Uitvoer ”’ 
dealing with the effect of extensive foreign borrowing in 
Holland upon the guilder exchange. He points out that 
the reason why lending abroad has not hitherto affected 
the Dutch exchange to any great extent was due to the 
employment of part of the proceeds of these loans for the 
repayment of old debts and for re-investment in Holland. 
Another factor which tended to counteract the effect of 
lendings abroad was the profits obtained from the 
Colonies. As the influence of these three factors tends 
to decline, the export of capital, if continued on the same 
scale as during the last few years, will tend to have an 
adverse effect upon the exchange. 


AUSTRIA 


The outstanding event of the month was the crisis 
in the Vienna banking firm J. M. Miller. One of the 
oldest private banks of Vienna, its difficulties have 
caused grave concern. They arise from the fact that it 
has tied up its resources in a mining enterprise; even 
short-term credits were stated to have been used for that 
purpose. The firm’s creditors include Messrs. J. Henry 
Schroeder & Co. (500,000 schillings), the Ottoman Bank 
(700,000 schillings), the Swiss Bank Corporation (660,000 
schillings), and the Union Bank of Switzerland (170,000 
schillings). A consortium formed by leading Austrian 
banks has taken over its industrial securities. The bank 
proposes to pay its creditors 60 per cent. in cash, 22 per 
cent. in shares, and 18 per cent. in industrial participations. 
The crisis in this firm ought not to be interpreted as a sign 
of weakness of the Austrian banking structure. Unlike 
the failures during the past three years which were the 
result of general conditions in the country, this has been 
caused by the policy of the management of the bank. It 
is not likely to have any repercussion on the market. 

The (Esterreichische Credit-Anstalt will increase its 
capital from 65,000,000 schillings to 85,000,000 schillings. 
A considerable part of the new shares will be placed in 
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New York by a syndicate including Messrs. Goldman 
Sachs & Co., and the International Acceptance Bank. 
The Prudential Assurance Company which took over 
100,000 Credit-Anstalt shares on the occasion of its 
previous capital increase, and has obtained an option on 
part of the next share issue, is stated to have decided to 
avail itself of the option. About one-fourth of the new 
shares will be offered to the present shareholders. Another 
capital increase announced recently is that of the Arbeiter- 
bank, A.G., Vienna, which will increase its share capital 
from 1,000,000 schillings to 2,500,000 schillings. 

The liquidation of the Austrian offices of the Anglo- 
Austrian Bank, Limited, is expected to be practically 
completed by the end of this year. At present only 
about twenty employees are retained at the Vienna office 
to collect those claims on behalf of the Anglo-Inter- 
national Bank, Limited, which were not taken over by 
the (Esterreichische Credit-Anstalt. 


BELGIUM 


It has been rumoured for some time that the Société 
Générale de Belgique intends to absorb its affiliated 
institution, the Banque Belge pour |’Etranger, as well as 
the Banque d’Outremer, with which it has already close 
relations. There is but little ground for this assertion. 
On the occasion of the recent increase of the Banque 
Belge pour |’Etranger’s capital, a certain number of 
roof. shares, carrying the same voting right as the 5oof. 
shares, were issued and retained by the mother institu- 
tion. Such an arrangement would have been superfluous 
if the Société Générale intended to absorb the Banque 
Belge. With regard to the Banque d’Outremer, no 
definite information is available, but the amalgamation 
is considered likely. Possibly the basis of the rumours 
lies in an impending change in the composition of the 
capital of the Société Générale. 

The new charter of the Banque du Congo Belge, which 
was recently signed by the Prime Minister, M. Jaspar, and 
the State Minister, M. Francqui, has created considerable 
interest. The statutes of the bank of issue of the Belgian 
Congo were adjusted to those of the new statutes of the 
National Bank of Belgium. Its notes will have to be 
covered to the extent of 40 per cent., half of which is to 
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consist of gold, and half of foreign exchanges. The net 
profits of the Credit Générale du Congo for the year 1926 
amounted to 7,296,806f., against 5,674,866f. for 1925. 
The dividend has been maintained at.1o per cent., and 
2,000,000f. has been added to the extraordinary reserve. 
At the end of 1926 there were ninety-four joint-stock 
banks in Belgium. There were seven amalgamations in 
the course of last year, and five new banks were esta- 
blished. The total subscribed capital of the joint-stock 
banks advanced from 1,913,000,000f. to 2,104,900,000f., 
while the paid-up capital advanced from 1,557,600,000f. to 
1,773,800,000f. The reserves increased from 955,400,000f. 
to 1,088,400,000f. The following figures compare the 
combined balance sheet of the banks for 1926 with 
that of 1925: 
ASSETS 
(in millions of francs) 
Percentage of Percentage of 


1926 balance-sheet balance-sheet 
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SWITZERLAND 


In order to adjust its capital and reserves to the 
increase of its deposits, the Swiss Bank Corporation has 
decided to increase its capital from 120,000,000 francs 
to 160,000,000 francs. The issue price of the new shares 
will be 625 francs, for shares of 500 francs nominal. The 
Union Bank of Switzerland will also increase its capital 
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from 70,000,000 francs to 80,000,000 francs. Most other 
Swiss banks have increased their capital during the last few 
years. Another smaller capital increase is that of the 
Banque de Genéve from 8,000,000 francs to 12,000,000 
francs. The Government of the Canton of Geneva will 
take over 3,000,000 francs of the new shares. The 
Allgemeine Finanzgesellschaft, Zurich, will also increase 
its capital from 8,000,000 francs to 10,000,000 francs. 
The 2,000,000 francs thus obtained will be used for the 
purpose of repaying preference shares of the same amount. 
CZECHOSLOVAKIA 

The Deutsche Agrar-und Industriebank, Prague, 
intends to increase its share capital from 32,000,000 
crowns to 60,000,000 crowns. Domestic market condi- 
tions are considered favourable for the issue of the shares. 
Another impending change in Czechoslovak banking is 
the acquisition of the majority of the share capital of the 
American-Slovak Bank by the Bank of the Czecho- 
slovak Legions, Prague. The former’s share capital is 
25,000,000 crowns, of which 15,000,000 crowns are 
held by the banking firm of Michael Bosak, Scranton, 
Pennsylvania. 

It will be remembered that the Anglo-International 
Bank, Ltd., ceded recently 70 per cent. of the share 
capital of the Anglo-Czechoslovakian Bank to Czecho- 
slovakian interests. The Czechoslovak Government ac- 
quired 25 per cent., while the remaining 45 per cent. was 
acquire 4 by a eroup including the industrialists Petschek 
and Schicht, and the Agricultural Co-operative Society. 
According to recent reports the Skoda Works have also 
joined the group, and is at present negotiating with the 
Government to take over the latter’s holding of 25 per 
cent. It is believed that the Skoda Works are acting on 
behalf of the Zivnostenska Banka, the leading Czecho- 
slovakian bank, with which they are closely associated. 


HUNGARY 


Several leading Hungarian banks intend to increase 
their capital in the near future. Among others the Hun- 
garian General Credit Bank wants to issue new shares, 

part of which would be placed in London and other 
foreign centres. The British-Hungarian Bank will also 
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increase its capital. It has acquired recently the majority 
of the shares of the Holzbank A. G., Budapest. The latter 
bank will not be absorbed, but will carry on under the 
same management as the subsidiary company. The 
Ungarische Verkehrsbank is increasing its share capital 
by 1,250,000 pengo, to 2,500,000 pengo. The object of 
the capital increase is to enable the bank to extend its 
ac ang’ in the Near East and in Northern Italy. 

The Savings Bank of the County of Heves, which is 
one of the oldest institutions in the country, recently 
got into difficulties, and has had to suspend payments. 
The Central Corporation of Banking Companies is making 
efforts to reconstruct the bank. 

Negotiations are in progress for the issue of dollar 
mortgage bonds by a group of leading Hungarian banks. 
Several banks are carrying on individual negotiations 
for the issue of their own mortgage bonds in New York. 


RUMANIA 


Some of the leading Rumanian timber enterprises 
bave established a bank in Bukarest, under the name of 
Banca de Credit Forestier. The share capital of the new 
bank is 15,000,000 lei, and its object is to finance the 
timber trade. Another banking event of the past month 
is the announcement of the increase of the capital of the 
Transylvanian Credit Bank, Arad, from 20,000,000 lei 
to 50,000,000 lei. This bank, which was formerly affiliated 
with the Hungarian General Credit Bank, has now close 
relations with ‘German banking interests. 


GREECE 


Definite arrangements have been made for the esta- 
blishment of a new central bank, the Bank of Greece, which 
is to take over the note-issue department of the National 
Bank of Greece. M. Dioméde, governor of the National 
Bank of Greece, will be appointed governor of the Bank 
of Greece, while M. Drossopoulos, who is at present joint- 
governor of the National Bank of Greece, will become 
governor of that institution. The National Bank will 
carry on as a commercial bank, with considerable assets 
and a very valuable goodwill. It is possible that its 
department of agricultural credits will also be detached 
and taken over by a bank to be established for that 
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purpose. It will be remembered that its mortgage depart- 
ment was recently taken over by the newly-established 
Credit Foncier. 

The Greek Minister of National Economy has sub- 
mitted to the Parliamentary Committee a scheme for 
the liquidation of the Banque Pavlou, Athens, which 
suspended payments some time ago. Savings deposits 
up to 3,000 drachmae will be repaid immediately in full. 


BULGARIA 


The Banque Bulgaro-Americain has increased its 
share capital from 3,000,000 leva to 5,000,000 leva. Nego- 
tiations are in progress for the establishment of a mortgage 
bank to take over the mortgage department of the 
National Bank. Mr. Forbes, of Messrs. Blair & Company, 
arrived there recently to negotiate the establishment of 
this bank as well as the issue of loans. 

The Union of Bulgarian Popular Banks held a congress 
in Sofia recently, under the presidency of M. Liaptcheff, 
the Prime Minister. The Union has ninety-three members 
with capital and reserves amounting to about 200,000,000 
leva, and with deposits aggregating 370,000,000 leva. 
M. Ivanoff, governor of the National Bank of Bulgaria, 
was in Paris recently, and concluded an agreement with 
the bank’s French creditors concerning the payment 
of the loan raised in 1909. 


NORWAY 


The new Norges Kommunalbank commenced opera- 
tions on September 1. Its object is to grant loans to 
financially sound municipalities. The Government has 
provided its capital of 20,000,000 kroner, in the shape 
of 5 per cent. Government bonds, and its reserve of 
3,000,000 kroner in cash. Possibly the bank will raise 
additional working capital abroad. Another new bank 
is likely to be established at the beginning of 1928, with 
the object of specializing in shipping mortgage loans. 
Its share capital and reserve fund will amount to 4,000,000 
kroner each, and it will issue debentures to the amount 
of 4,000,000 kroner. 

The reconstruction of Norwegian provincial banks 
continues. The Arno Privatbank has written down its 
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share capital from 600,000 kroner to 120,000 kroner. 
The Fjordenes Kreditbank has arranged to write down 
its capital from 500,000 kroner to 275,000 kroner. Among 
the banks under public administration, the Frederiksstad 
Privatbank will pay an additional dividend of ro per cent., 
the Haguesunds Handelsbank Io per cent., the Intron- 
delagens Handelsbank a first dividend of 25 per cent., 
and the Stavanger Handel-og Industribank a first 


dividend of 30 per cent. 


LATVIA 


It is reported in the Latvian Press that the Libau 
Credit Association has got into difficulties under rather 
curious circumstances. It has granted loans to farmers, 
and obtained as security bills of exchange to twice the 
amount of the loan, on the understanding that the 
borrowers will have to repay the original amount only. 
The bank is alleged to have discounted these bills with 
the Bank of Latvia, which now has to collect them from 
the farmers, as the Credit Association is unable to redeem 


them. 
SOVIET-RUSSIA 


The Soviet Government has authorized the Elek- 
trobank, Moscow, to increase its share capital from 
30,000,000 roubles to 35,000,000 roubles. Large amounts 
of platinum have been exported to Germany during 
the last few months, and are deposited with German 
banks, to serve as security for credits obtained from 
American banks. The Government has published a 
decree authorizing the export of bonds under certain 
conditions. 

ARGENTINA 

The net profits of the Banco Espanol del Rio de la 
Plata for the business year 1926-27 amounted to 4,826,183 
pesos. Of this, 3,500,000 pesos has been set aside against 
bad and doubtful debts, and 225,000 pesos has_ been 
written off against depreciation of premises, etc., 
leaving a net balance of 1,101,183 pesos. This figure 
compares favourably with that of the previous business 
year, when net profits amounted to 394,167 pesos. The 
dividend on the preference shares has been maintained 
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at 7 per cent., while that of the ordinary shares has been 
increased from 2 to 2} per cent. The satisfactory pro- 
gress of the bank during the year is indicated by the 
increase of its deposits from 29,484,481 pesos to 
245, 284, 651 pesos. 

Senor Luis E. Zuberbuhler has resigned the presidency 
of the Banco de la Nacién, Buenos Aires. It is probable 
that his successor will be Dr. Tomas Estrada, who is now 
vice-president of the bank. Senor Luis Duhau, president 
of the Rural Society, has been elected to the board of the 
Banco de la Nacioén. It is believed that the Argentine 
Government are about to introduce important banking 
and currency reforms by which (though no official state- 
ment has been made) it is probable that the Banco de la 
Nacién will become the central bank of the Republic. 
This may account for the bank’s consistent endeavour 
to increase its gold stock. The net profits of the Banco de 
la Nacién for 1926 amounted to 5,113,764 pesos, which, 
according to the statutes, has been applied to increasing 
its capital and reserves. 

The Government has authorized the Banco de la 
Provincia de Buenos Aires to issue mortgage bonds to the 
amount of 50,000,000 pesos. It has been decided to open 
three new branches, thus increasing the total number of 
branches to seventy-seven. The bank intends to open 
branches in every town in the Province of Buenos Aires. 


MEXICO 


The report of the Banco Nacional de Mexico states 
that, despite the improvement in its affairs, it was 
impossible to distribute a dividend. Of the surplus of 
1,195,822 pesos, 600,000 pesos have been added to the 
reserve, while the balance has been carried forward. The 
net profits of the Banco de Londres y Mexico for the 
business year 1926-27 amounted to 653,786 pesos. 

The liquidation of the Tampico Banking Company, 
which suspended payments last year, is progressing very 
slowly. The gross receipts of the bank during the year 
ended June 30, 1927, amounted to only 86,786 pesos, 
while expenses absorbed 84,333 pesos. Unless general 
commercial conditions improve, or the bank’s assets are 
disposed of very favourably, depositors are not likely to 
receive very much, The liquidation of another bankrupt 
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concern, the Banque Francaise du Mexique will soon be 
completed. A meeting of creditors has authorized the 
liquidators to accept an offer for the purchase of the 
bank’s assets, which will permit a distribution of 60 
per cent. among the creditors. 


BOLIvIA 

In accordance with the recommendations of the 
Kemmerer report, the Bolivian Government will trans- 
form the Banco de la Nacién Boliviana into a central 
bank in the strict sense of the term. The net profits of 
the bank for the first half of 1927 amounted to 1,597,964 
bolivianos, exclusive of the 512,654 bolivianos brought 
forward from last year. A divide nd of 44 per cent. has 
been distributed on the share capital of 22,000,000 
bolivianos. Deposits and current accounts amounted 
to 31,454,861 bolivianos on June 30, 1927, against 
24,896,005 bolivianos at the end of 1926. 


EGYPT 

The Banque Misr, Cairo, is increasing its capital to 
£E.1,000,000, through the issue of 70,000 new shares of 
fE 4each. The shares are issued at {E.6, and the premium 
will be added to the reserves. In accordance with the 
bank’s policy of maintaining the purely Egyptian charac- 
ter of the bank, the right to subscribe is reserved to 
Egyptian citizens. 

Dutcu East INDIES 

The recent crisis in the Be Biauw Tjoan Bank, a 
Chinese institution established in 1925, had a considerable 
effect upon native business interests in Java. A number 
of small Chinese merchants, who suffered losses as a 
result of the crisis, reproached the Java Bank for refusing 
to support the Be Biauw Tjoan Bank. These reproaches 
are without justification, as the failure was due to exces- 
sive speculation and inexperienced management. The 
Java Bank is friendly disposed towards the development 
of Chinese banks in Java, which have a raison d’étre 
in spite of the existence of strong foreign banks. But 
it obviously cannot afford to support banks which get 
into difficulties owing to speculation and_ inefficient 
Management. 
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JAPAN 


It is reported from Tokio that the Bank of Taiwan 
will reduce its capital by two-thirds. The amount written 
off, together with the reserves and with part of the Bank 
of Japan’s advances, will be used to offset losses. Short- 
term liabilities to the amount of 125,000,000 yen have 
already been paid off. Total losses are estimated at nearly 
250,000,000 yen. The bank will confine its activity in 
future to financing the trade of Formosa. The schemes 
concerning the amalgamation of a number of banks 
which have suspended payment, and the reconstruction 
of the Jugo Bank, have not yet materialized. 

The reduction of the bank rate has naturally caused 
the banks to reduce their deposit rates. But the Post 
Office Savings Bank, which holds deposits to an amount of 
I,500,000,000 yen, has not changed its rate. 

In our August issue it was reported that an amalgama- 
tion has been concluded between the One Hundredth Bank 
and the Dai Ichi Ginko. We understand that it was the 
Kawasaki Bank Limited which amalgamated with the 
One Hundredth Bank. On September 15 the fusion became 
effective, the new institution being known as the Kawasaki 
One Hundredth Bank Limited. Its authorized capital is 
23,888,800 yen, of which 19,722,200 yen is paid up. Mr. 
S. Hoshino is chairman and president, the managing 
directors being Mr. Z. Sekine and Mr. R. Yoshida. 


































United Dominions Trust Limited 





The United Dominions Trust Limited has recently 
issued the balance of its unissued capital amounting to 
100,000 shares of {1 each. The new shares were imme- 
diately subscribed by the existing shareholders. United 
Dominions Trust Limited is a commercial banking com- 
pany which has specialized mainly in financing the hire- 
purchase business of the engineering, motor, and allied 
trades, and since its establishment in 191g it has made 
very successful progress. Sir Edward Mountain is chair- 
man of the company and Mr. J. Gibson Jarvie is the 
managing director, 
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“The Banks Are Nationalized” 


Mr. Keynes's Address to the Cambridge Centre 
of the Institute of Bankers 


realize that, although he appeared to be a 
member of so stable an institution as a British 
joint-stock bank, he at the same time belonged to an 
institution which was rapidly shifting its scale and its 
character. Changes had been going on at a tremendous 
rate during the lifetime of those now living, and were 
going to continue, he believed, at an enormous rate 
during the next twenty-five vears. English banking was 
an institution with very deep roots in the past, but in 
spite of that its complexion was always changing. Modern 
research had shown that as regards banking itself it had 
quite extraordinary antiquity. We knew much about 
banking of 4,000 years ago, because of the practice of 
using, instead of paper, burnt bricks. Banking apparently 
had a Semitic origin, but we could claim in this country 
that we had been able to work out our banking develop- 
ment without almost any assistance from Semitic institu- 
tions. We had been able to find in the Scotch and the 
Quakers their equals. Research had shown that banking 
in this country went back to about the time of Cromwell. 
The passbook of Pepyshad been found—he banked with the 
ancestors of Lloyds, and was practically always overdrawn. 
From the private banks we came, in course of time, to 
the joint-stock companies and to where we were at the 
present time. We were still really in a period of transi- 
tion. Some banks had passed farther from the old tradi- 
tions than others, particularly in such matters as getting 
business, or they had become permeated with the practice 
of business generally, which the old private banks would 
have thought most improper, except in the most discreet 
forms. Although the banks were fast moving from the 
traditions out of which they sprang, many of them 
mostly depended on the men they had inherited from the 
old system. One of the great questions of today was 
how far they were going to prove capable of training up 


M: KEYNES said the bank clerk of today must 
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from their own staff men who were fitted for the really 
big positions; whether they would be able to overcome 
the difficulties arising out of their size; the remoteness 
of the average bank official from those ultimately respon- 
sible for his career ; and also whether the early period of a 
bank clerk’s life, when he had too much tiring routine 
and little responsibility, might not last too long in his 
maturity to leave him fitted for higher work, which 
involved a perpetual responsibility. He did not think 
they had been long enough under the new system to 
know whether they could meet those problems. 

Bank clerks were today a huge civil service working 
on a salary basis, with great security of tenure. The 
shareholding interest was more and more remote. It was 
true that there was competition in this great institution, 
but it was not competition of the kind that eliminated 
the less efficient. It was unthinkable that any one of 
the “ Big Five”’ could be defeated by the competition of its 
rivals, and there was no guarantee that the bank getting 
the most business was the most efficient. It seemed 
to an outsider, with the enormous increase in the number 
of branches and the amount spent on building, that some 
of the banks were more anxious for size than for big 
profits. It seemed to him that the “Big Five,” together 
with certain other institutions, like insurance companies, 
had gone farthest along the line of evolution which prob- 
ably a large number of big businesses would follow gradu- 
ally—a divorce between ownership and management, 
in which operations were largely controlled by those in 
receipt of salaries. On the other hand, iastitutions of that 
kind kept certain features of the old individualism, which 
State Socialism lacked. He liked to call institutions of 
the kind, of which the “ Big Five’’ were the most prominent 
example, semi-socialized, businesses which were run 
much more from the point of view of providing good 
service rather than the maximum amount of profits. 

It lay with those who were in the vanguard of this 
particular form of business organization to evolve above 
all sound principles of selection and promotion—to get 
the right people in the right jobs. The problem of doing 
that successfully would rest almost as much with the 
staff as with the higher management. He thought it 
was an essential adjunct in right selection and promotion 
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that great attention should be given to the education of 
the younger members of the staff, particularly in their 
earlier years, when they were occupied with routine of no 
great intellectual complexity. He suggested that every 

bank clerk should keep himself going outside routine in 
some semi-professional side-line. 

There was also the statistical side. He believed that 
in the future banks would be great centres of statistical 
information. Not many years hence banks would be 
publishing in Cambridge every week the total figure of 
the retail trade in Cambridge. We were just at the very 
beginning of the scientific age in economics and business. 
He thought, too, the experience of the last few years had 
shown quite unsuspected possibilities of the develop- 
ment of the small account, and he would not be surprised 
to see the chequelets recently introduced soon in use. He 
did not think the banks had yet explored the enormous 
possibilities of mechanical methods. He thought the 
counter work at English banks was about as efficient as 
they could ever get, but he was suspicious as to whether 
they were as up to date behind the counter. He could 
see the banks of the future as possessing physical bodies 
of wonderfully contrived mechanism, almost everything 
of routine being done by machinery, with the brains for 
the personal convenience of customers, and_ scientific 
conditions of control—a great civil service with a high 
tradition of public service, with opportunities for develop- 
ment and employment of many different types of talents. 
On the other hand, it was conceivable that they might 
develop into mere money-making machines. In the next 
twenty-five years the destiny of British banking would 
be settled, and it would depend on the moral and intel- 
lectual qualities of bank officials how it turned out. 

Among the questions asked was how the Labour 
Party’s policy of nationalization would affect the banks. 
Mr. Keynes replied that his answer had always been, 
“The banks are nationalized.” The evils of the old 
private business had largely been eliminated from the 
banks. He would reply to the Labour Party, with whom 
he was by no means out of sympathy on many points: 
“The banks are evolving most of the things the Labour 

arty wants everything to be like.” What the Labour 
-arty wants is to make all other businesses like banks. 
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Rating of Fire and Accident Risks 


Advisory Insurance Organizations 


forms of insurance have been read since the last 

appearance of this journal. These were the presi- 
dential address of Mr. Charles Hendry, a manager of the 
London and Lancashire Insurance Company, before the 
London Insurance Institute, and a paper by Sir Joseph 
Burn, the general manager of the Prudential Assurance 
Company, before the Institute of Actuaries, on the lessons 
of the International Congress of Actuaries held in London 
last June. 

The Insurance Institute of London is a comprehensive 
body, and its activities will be extended in future by the 
admission to membership of underwriters at Lloyd’s, 
average adjusters, brokers, and other classes of persons 
who, although bona fide engaged in insurance business, 
have hitherto been excluded from membership under the 
rules of the Institute. One result of this extension of the 
membership has been an arrangement between the 
London Insurance Institute, the Chartered Insurance 
Institute, and Lloyd’s Students’ Society, providing for 
the fusion of the educational facilities offered by the 
three organizations. 

In describing the arrangements, Mr. P. G. Mackinnon, 
the chairman of Lloyd’s, took the opportunity to express 
the belief that the arrangement, which was for purely 
educational purposes, might have the effect of producing 
a more sympathetic feeling between Lloyd’s and the 
various other big insurance organizations. His remarks 
were particularly appropriate in view of the discussions 
which have been proceeding in London respecting the 
highly unsatisfactory condition of marine insurance. 
The chairmen of the great insurance companies have, 
not unnaturally, become rather tired of having to report, 
year after year, losses in respect of marine underwriting. 
This section of the business has frequently had to be 
supported by the other departments. Fortunately, the 
results from some of these have not been unsatisfactory, 


, *WO important papers dealing with the principal 
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although the results of certain sections, notably motor 
insurance and burglary insurance, have in some cases been 
unfavourable. It is quite certain that fire insurance 
would not be transacted with the success which can, on 
the whole, be recorded, unless the greatest care were 
given to the training of those who are responsible for 
its conduct. In this work the insurance institutes 
render very great service to the companies and the 
public. 

It may be questioned whether those who are engaged 
in marine underwriting have had the same advantage of 
training as those eng raged in the other sections of the 
business, and possibly there may be room for a marked 
improvement in the educational facilities available for 
those engaged in marine underwriting. Marine under- 
writers have in the past been regarded as conducting a 
business of a kind which did not lend itself to agreements 
but was entirely a matter of individual knowledge, judg- 
ment and skill. So long as the underwriting results were 
reasonably satisfactory, this theory was not questioned. 
When, however, year after year losses were reported, 
directors steadily became less satisfied until, last summer, 
they felt constrained to intervene. Important discussions 
have since been proceeding, from which it is hoped good 
may result. 

The address of Mr. Charles Hendry was especially 
noteworthy for the account it included of the work of the 
various insurance associations of a controlling or advisory 
character. Those which were particularly mentioned 
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were the Institute of London Underwriters, the Life 
Offices’ Association, the Accident Offices’ Association, 
and the Fire Offices’ Committee. The Institute of London 
Underwriters was founded in 1884, and among its objects 
were the dissemination of information and intelligence of 
interest to members and the discussion of subjects per- 
taining to the business and the promotion, advancement, 
and protection of the interests of underwriters. It has 
done much valuable work, but is not primarily a rate- 
making body. One reason for this, Mr. Hendry suggested, 
was that “ marine underwriters do not, apparently, take 
kindly to the system which has contributed so largely 
to the stabilization of fire insurance.”” A number of 
important tariffs for particular trades or interests have, 
however, been promulgated and successfully maintained. 
There are clear limitations to its work, as the unsatis- 
factory experience with marine underwriting during the 
last few years has plainly shown. Underwriters are glad 
to meet there for the discussion of questions involving 
principles, but in their own offices they have keenly 
competed with each other. 

The links between the companies transacting fire and 
accident insurance are closer, but the strength of these 
has not prevented the companies from also keenly com- 
peting with each other for business. Such rivalry is to 
the advantage of the public, and the fire companies have 
shown that the public can have this safeguard of com- 
petition while there is agreement among the companies 
on main questions. In close touch with the London 
Institute is the Liverpool Underwriters’ Association, 
which was formed in January, 1802, with Mr. John 
Gladstone, the father of the Rt. Hon. W. E. Gladstone, 
in the chair. 

The fixing of rates does not fall within the. scope of 
the Life Offices’ Association, which was not established 
until 1889 and is affiliated with the Associated Scottish 
Life Offices, an organization that dates back to 1840. 
The Life Offices’ Association gives opportunities for the 
discussion of matters of common interest and for com- 
bined action respecting outstanding questions affecting 
all the offices. 

With the development of different types of accident 
business the work of the Accident Offices’ Association 
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has greatly grown. Although an Accident Offices’ Com- 
mittee was formed in anticipation of the Workmen’s 
Compensation Act of 1897, its life was not a long one, and 
the present association was formed in 1906 to assist 
the companies in the conduct of workmen’s compensation 
business owing to the widening of the scope of the existing 
legislation. For many years it was concerned only with 
that section of insurance; and not until June, 1915, was 
motor-car insurance, destined to be a highly important 
business, brought within its scope. Included in its work 
are the collation of the classified results of the members and 
the determination of the rates of premium in accordance 
with the experience. 

Occupying a highly important place in fire insurance 
is the Fire Offices’ Committee, and the president of the 
Insurance Institute of London did well to give an authori- 
tative account of its work. While its main function is the 
determination of premium rates, the president proceeded 
to show that the basis of these is sound and equitable. 
The method is, broadly, to ascertain the ratio of losses 
to premiums in different classes of risks over periods 
sufficiently long to produce a fair average—usually five 
or ten years, or even more. By analysing the statistics 
obtained in respect of each class of risk and by studying 
the causes of fires which have already occurred, the com- 
mittee endeavours to grade the premiums for each risk 
according to the degree of hazard involved. This principle 
is given effect to by first fixing a basic rate, i.e. the rate 
which would be appropriate for a normal risk of a class, 
and then providing such additional rates as represent 
those required by the particular features of hazard not 
to be found in a normal risk. 

No doubt at first sight there is something to be said 
for the claim that has been made at times by independent 
offices that each risk should be entirely considered on its 
merits. It would be an instructive study, however, to 
take the history of all the independent companies which 
have been formed within the last twenty years. The toll 
of these has been heavy. Many have met with disaster, 
and those which attained to any position probably 
achieved such success as was theirs by following very 
closely the lines of the tariff companies. After achieving 
a measure of success a number of them were glad to be 
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acquired by the big companies. Superficially it is not a 
very difficult matter to take the rates of the tariff com- 
panies and then accept business at slightly below those 
rates. Private underwriters may possibly be able to 
work on such lines and rely on their lower level of 
expenses. A small independent office has not, however, 
the same advantage of a lower level of charges. Indeed, 
the whole tendency of industrial organization is towards 
larger units on the ground of economy. Certain expenses 
of salaries and rents are common to all the companies, 
and it is obvious that, provided the underwriting is 
sound, the companies which are making the fullest use 
of their organizations must be in the best position to 
work the business economically and give the best terms 
to the assured. 

The necessity of reserves to meet unexpected con- 
tingencies is now well recognized. The security offered 
by these reserves is, of course, not to be measured by their 
size alone, but should be considered in relation to the 
liabilities assumed. The comparatively small reserves 
of one office may represent quite as good security for the 
assured as the large reserves of another office, because 
the liabilities are smaller. These reserves are, however, 
built up out of the earnings, and if rates of premiums are 
unduly cut by independent offices there would, even if the 
rates were found adequate just to cover the risks, not be 
sufficient to allow for any gradual building up of funds. 
The alternative to such a growth of the reserves would be 
the employment of a very large amount of capital, and 
it is certain that an office with an unduly big capital 
would be handicapped by the need to earn interest upon 
it. If such a reasonable rate of interest were not to be 
earned the value of the stock of the company would 
naturally depreciate and the credit of the office would 
suffer. As a matter of fact, the experience of many 
independent companies has shown that the rates were 
not only inadequate to allow for any building up of the 
funds, but that they were also insufficient actually to 
cover the liabilities. Insurance with companies which 
are not fully able to stand up to all the liabilities they 
assume is not worthy of the name. A saving of premium 
by the purchase of any insurance less than the best is 
the falsest economy. 
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NOTICE IS HEREBY GIVEN by the 
State Bank of the U.S.S.R. that on the 
24th August, 1927, the Central Executive 
Committee and the Council of People’s Com- 
missars of the U.S.S.R. passed a decree on 
the basis of which bonds of State Internal 
Loans of the U.S.S.R. are allowed to be 
conveyed abroad in the following cases :— 


1. When the bonds have been paid for in foreign 
currency ; 

2. When the bonds are conveyed abroad to be 
deposited as security for foreign credits 
opened in favour of State institutions of the 
U.S.S.R. and other institutions of equal 
standing ; 

3. When the bonds are conveyed or sent abroad 
instead of the amount of foreign currency 
allowed to be taken out of the country or 
transferred abroad. 


Bonds allowed to be conveyed abroad are accom 
panied by a special certificate of the State Bank of 
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The Financial and Economic 
Situation in Poland 
The Background of the Loan 
By the Right Hon. William Graham, LL.D., M.P. 


(Chairman of the Public Accounts Committee, House of Commons, formerly 
Financial Secretary to the Treasury) 


/ "HE recent flotation of the Republic of Poland 





Stabilization Loan, 1927, may be regarded as the 

crowning point of the considerable economic and 
financial investigation undertaken by different authori- 
ties within recent years. The proceeds of this loan of 
£2 million in 7 per cent. sterling bonds will be available 
only for the purpose of the plan of stabilization which 
has now been adopted; it is outlined in an admirably 
lucid statement by the Polish Minister of Finance. The 
flotation is accompanied by an analysis of public debt, 
customs revenues, and other detail, all of which suggest 
that after a period of considerable difficulty Poland is 
now beginning to take its place definitely in post-war 
European restoration. An interesting feature of the 
scheme is the presence of Mr. Charles Dewey, formerly 
assistant secretary to the United States Treasury, as a 
member of the Board of the Bank of Poland for a period 
of three years. Up to this point Poland has hesitated 
to adopt the external advice which many of her friends 
believed to be in her highest interests; that objection 
overcome, the arrangement will be at once in the in- 
terests of Poland and of the subscribers to the new loan, 
the cover for which appears to be ample and effective. 
But at this stage it may be important to analyse some 
of the broad features of the investigations preceding the 
present arrangement. In summary these are: (1) the 
report of financial conditions in Poland presented by Sir 
E. Hilton Young in February 1924; (2) the study of the 
finances of Poland, 1924-5, by M. George Zdziechowski, 
chairman of the Parliamentary Budget Committee and 
reporter-general on the Budget in the Seym ; (3) the recent 
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report of the commission of specialists from the United 
States, with an official visit to Poland by Dr. E. W. 
Kemmerer, president of the American Economic Associa- 
tion; and (4) the report of the British Department of 
Overseas Trade on the industrial, commercial, and finan- 
cial situation in Poland, 1926, by Mr. R. E. Kimens, 
C.M.G., commercial secretary to H.M. Legation at 
Warsaw. There are, of course, innumerable other docu- 
ments, but this list contains, perhaps, as convenient a 
summary of Polish economic and financial problems as is 
available within recent times. 

Sir E. Hilton Young advocated, like most of the other 
critics, a reduction of expenditure ; he noted particularly 
the then 33 to 37 per cent. of military outlay in the aggre- 
gate of certain of the budgets; it was urged that if econ- 
omy did not effect a reduction in that sphere the difficulty 
of balancing the Budget would be greatly increased. At 
that date—the latter part of 1923 and the early months 
of 1924—it was recognized that Poland had effected con- 
siderable improvement in her railway system. Deficits 
had, however, been covered by inflation; it was pointed 
out that, however important, railways were merely a 
secondary industry, and that greater attention should be 
devoted to plans for the restoration of trade as a whole. 
To that end the restriction of outlay on railways was 
recommended, together with cessation of the policy of 
finding capital for them out of revenue, facilitated by a 
complete separation between their budgets and those of 
the State. In other words, like industrial enterprise as 
a whole, they must be self-supporting. In that connection 
Sir E. Hilton Young thought that Poland was burdened 
by a large number of miscellaneous enterprises, of which 
the chief were posts and telegraphs, state lands, forests, 
and medical springs—enterprises and factories connected 
with the functions of administration, all of which he 
recommended should be retained but placed upon an 
economic basis; on the other hand, the State ownership 
of factories, mines, oil-wells, pipe-lines, and other indus- 
trial effort should, in his judgment, be sold or leased, and, 
if they were not yielding a profit, closed down. These 
proposals relate mainly to the substantial industrial 
field in which Poland was definitely engaged. The pro- 
posals were supported by schemes for currency reform, 
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with a plea that the State should not participate to any 
extent in the capital of a central bank of issue. Warnings 
against direct or indirect inflation occupied a leading 
place in this report ; it analysed the functions of a central 
bank, with several of the problems of internal and foreign 
loans (giving the customary marked preference to the 
former), a recommendation of interest in view of the 
external loan which has just been offered. 

Sir E. Hilton Young directed attention to the appen- 
dices of that report as an integral part of the general 
review; they certainly contained valuable information 
regarding economic resources. Polish migration, which 
had often attained remarkable dimensions, had been 
greatly restricted ; nevertheless, agriculture and industry 
had absorbed the additional supply of labour with 
apparently little difficulty. War destruction applied to 
practically the whole territory of Poland, but it had 
been generally made good. The railways were again in 
admirable technical condition. Poland was able to export, 
at prices below the world level, a moderate surplus of 
agricultural produce after satisfying home demands; and 
it was thought that the saving which was thus rendered 
possible would permit the restocking of agricultural 
effort with machines, fertilizers, and other services. The 
timber industry was not very highly organized. The long 
periods for which contracts must be made in this trade 
would enable it especially to benefit by the attainment of 
stable finance. For these reasons it was anticipated that 
if the necessary conditions were satisfied the development 
of Poland’s foreign trade should be beyond doubt. Its 
main exports were foodstuffs and certain classes of raw 
materials which were always reasonably sure of markets; 
in other words, any revival of world trade would be par- 
ticularly beneficial to Poland, whose raw materials were 
at the door of European industry. Nor was it expected 
that the stabilization of the Polish mark would impose 
too great a hardship on foreign trade. The progress of 
stabilization would be accompanied by a partial but per- 
manent raising of the standard of life of the agricultural 
and urban populations, together with a restriction of 
certain imports ; while over a period of years Poland stood 
to gain by the opening of the Russian market. Finally, 
the comparatively immature condition of parts of the 
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economic life of the country promised considerable 
future development when sufficient capital had been 
attracted from outside. Economic resources were such 
as to warrant the hope that an influx of that kind would 
be easily possible, provided the Government and indus- 
trial elements had given the necessary stability, with 
assurance of a sound foundation for commercial effort 
over a sufficiently long period. Of investments generally 
a favourable view was taken. 

This summary may be regarded as the atmosphere 
in which M. George Zdziechowski approached his study 
of Poland’s finance 1924-5. In his view the factors 
which had enabled the Government to achieve the stabili- 
zation of the currency (allowance is made for subsequent 
difficulty) were: (a) the readiness of the Treasury to 
intervene in the money markets in favour of the Polish 
mark; (b) the adequate reserves of foreign currencies 
and bonds which had made such intervention possible ; 
(c) increased taxation; (d) economies in State administra- 
tion; and (e) psychological conditions inspiring confidence 
in the ultimate success of the task. M. Zdziechowski 
considered that 1924 would remain in memory as the 
year in which the foundations were laid for a sound 
system of national finance. He paid tribute to the 
monetary reforms which had been undertaken by M. 
Grabski, who in that sphere had given Poland a basis 
indispensable to the political and economic existence of 
the State; he thought that these reforms, achieved by 
their unaided efforts, had secured a balanced Budget, a 
good basis for short-term loans, and had exposed the 
faults and shortcomings of the economic system, with the 
blunders of legislation; and, finally, that it had proved 
to the world the strength of a nation which, having been 
able to ward off an invading enemy, was also equal to 
the task of attaining ordered finance by self-discipline 
and sacrifice. He fully recognized that the political and 
economic improvement of Poland demanded a speedy 
and lasting monetary reform. While advance had been 
made in the legislation establishing a property tax, and 
in the law for the stabilization of taxes and charges, 
together with one purporting to strengthen the powers 
of the Minister of Finance, M. Zdziechowski urged that it 
would be a mistake to pretend that monetary reform was 
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an accomplished fact. He alluded to the importance of 
a central bank of issue and to the definite balancing of 
Polish Budgets; he knew that the economic basis as 
embodied in the trade balance and the purchasing power 
of the currency in the internal market was still weak; 
and he pleaded that only the greatest possible efforts 
in increasing production could secure and maintain the 
necessary monetary reform. In that connection agricul- 
ture, industry, and commerce called for new legislation ; 
but there must be a definite balance between the needs 
of the national exchequer and the demands of the econ- 
omic life of the country. His reference to the Budget 
estimates for 1924 is of more than historical interest 
today ; there is also some criticism of the relation between 
the reforms which had been achieved and the demands of 
economic effort. For 1925 this increase of production 
must be the order of the day in financial and economic 
policy. 

Alluding to non-budgetary revenue, M. Zdziechowski 
gave an interesting summary in which he distinguished : 
(1) mark issues first utilized to cover Budget expenditure 
in 1924, and afterwards redeemed by gold, a transaction 
which meant in effect a partial realization of the gold 
of the National Independence Treasure; (2) instalments 
paid by the State officials for shares of the Bank of 
Poland, purchased for gold from the National Independ- 
ence Treasure and involving also a partial realization of 
the gold of the said treasure; (3) the issue of coins over 
the amount used to cover the balance of the liabilities of 
the Polish State Loan Bank in connection with the con- 
version of Polish marks; (4) revenue from internal loans; 
(5) revenue from foreign loans; and (6) various other 
revenues. The report made some comparison of the total 
indebtedness of Poland and other European countries; of 
that indebtedness Poland’s total was shown as the smallest. 
It then proceeded to deal, in common with other 
authorities, with economic resources and the increase of 
production. The plans of the Minister of Finance for 1925 
were summarized in an appeal for the concentration of 
the whole governing apparatus in order to protect the 
currency reform, which had so far been achieved, from 
collapse under the pressure of economic crisis. It was 
urged that that could be attained by maintaining the 
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balance of the Budget through a sound policy of taxation 
and credits, and by a workable system of tariffs and 
commercial treaties; that programme had in view the 
protection of the zloty by every means, with perhaps 
insufficient attention to implied dangers to the economic 
system. It was natural, according to M. Zdziechowski, 
that the Minister of Finance should think chiefly of the 
safety of the new currency; he had to contend against 
the spirit which obtained possession of the community 
in the period of inflation. But all these devices were a 
burden on the economic system; the leading tendency 
was to extract from productive resources as large amounts 
as possible, whether they could or not afford such amounts, 
without injury to themselves. According to this train 
of thought prices had to be maintained at the same level 
for budgetary reasons, again probably without due 
consideration as to what was good or bad for industrial 
production. 

In short, during this period there was much sound 
financial and economic analysis, together with innumer- 
able contradictions in actual policy. A restatement of 
faith suggested concentrating the governing apparatus 
on the task of organizing the community with a view 
to overcoming the crisis in two ways : first, by increasing 
production through more efficient and less expensive 
administration, with economies in the industrial system ; 
and, secondly, by co-ordinating the policies of taxation, 
credits, tariffs, railway charges, and trade conventions 
in such a way as to increase the output of the country 
in all branches without unduly injuring the interests of 
the consumer and keeping in view the level of prices in 
neighbouring countries. The property tax was ampere ; 
the sums raised from it have been regarded as part of the 
foundation for monetary reform; but it was criticized 
on the ground that such a device, in a country without 
the capital requisite for its progress, represented an un- 
economic policy. The turnover tax, in the form in which 
it was passed by the Seym, sent prices up; it was also 
described as uneconomic, although it proved profitable 
and indispensable in maintaining the balance of the 
Budget. When inflation disappeared the real causes of 
economic crisis were plain. Poland was confronted with 
the problem of the economic union of provinces which 
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until the outbreak of war were under the control of 
different and antagonistic economic systems. Movements 
had been initiated to bring prices substantially to the 
terms of the gold standard; but the strain developed 
steadily and simultaneously with the diminution of 
working capital, and unfavourable harvests aggravated 
the difficulty. All things considered, M. Zdziechowski 
marvels that the national crisis was not more acute. 
His broad conclusions were that neither the economic 
difficulty nor the deficit of the trade balance could be 
rectified otherwise than by using the customs duties as a 
means of protecting production, by a tariff policy tending 
to favour exports, by special credits for export purposes, 
by altering the turnover tax, by increasing labour effi- 
ciency, and by further State efforts to ensure an increasing 
influx of foreign capital into Poland; and further, that it 
must develop and increase the productiveness of agricul- 
ture, since that meant a favourable trade balance and 
an increase of the capacity of the home market to absorb 
Polish industrial output. 

The next stage is the investigation of the financial 
position of Poland by the Commission of specialists 
from the United States, under the leadership of Dr. E. W. 
Kemmerer, president of the American Economic Associa- 
tion. The conclusions of the Commission were embodied 
in a number of important reports. In substance, perhaps, 
the chief problem—and certainly one which urgently 
demanded prompt solution—was the stabilization of the 
zloty on the gold standard. The Commission viewed 
that question in terms of the rate, method, and time 
of stabilization. It considered that the rate adopted 
would not affect the level of prices, wages or taxes in 
Poland, expressed in gold quantities; that domestically 
it was immaterial whether the zloty was _ stabilized 
at a par rate of 5°18 to the dollar or at any other rate: 
that any sudden large increase in the value of the 
zloty was out of the question ; and that equally undesir- 
able would be a gradual raising of the value to former 
gold parity by a process of slow deflation. The recent 
efforts to stabilize on a gold basis were regarded as 
having failed mainly through a combination of circum- 
stances, economic and political ; it was felt that the next 
attempt must succeed, since another failure would be 
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disastrous. The Commission, however, recommended 
that the value of the new gold zloty be fixed at 16° 7177 
centigrams of pure gold, which represented one-ninth 
of the pure gold content of a dollar of United States gold 
coin. As regards the method of stabilization it was 
suggested that so soon as the condition of the Mint would 
permit it should be opened to the coinage of gold freely 
for the Bank of Poland ; denominations coined should be 
limited to pieces of fifty and one hundred zlotys, and 
coinage charges should be restricted to the amounts 
necessary to cover legitimate expenses of coinage, which 
-sansonge be definitely fixed and officially announced. The 
large issues of Government Treasury notes during the 
latter half of 1925 were one of the principal causes of the 
breakdown of the Polish gold standard and of the depre- 
ciation of the zloty. As to general policy, the Bank of 
Poland should issue all the country’s paper money, 
and the Government should limit itself to the minting 
of coins. The time of stabilization was divided into 
(a) the time to stabilize in fact; (6) the time to stabilize 
legally ; and (c) the time for the Bank of Poland to accept 
the ley gal responsibility of paying notes and deposits in 
gold or gold drafts on demand. These three ne 
might be adopted at different times or simultaneously ; i 
was recommended that stabilization should be mid 
taken at once, using every reasonable means to maintain 
exchange from that time forward at approximately nine 
zlotys to the dollar. Legal stabilization was also desir- 
able; but the Commission recommended that it be post- 
poned until the Bank of Poland’s legal reserves had been 
increased to at least 60 per cent. of. its note and deposit 
liabilities by means of the profits that would accrue 
from the le gal devaluation of the zloty, and by means of 
any money which would be made available to it through 
the proposed foreign stabilization loan of ten to fifteen 
million dollars. Finally, the Commission suggested that 
the early resumption of gold payments was in harmony 
with the vigorous financial policy which the members 
believed both the Government and the Bank of Poland 
should pursue in order promptly to restore confidence in 
Poland’s finance. 

This review may now be usefully supplemented by the 
latest report of the Department of Overseas Trade on the 
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industrial, commercial, and financial situation in Poland 
in 1926. That analysis throws important light on the 
economic resources upon which the success of the recent 
stabilization loan must rest. The population is given as 
approximately thirty millions; and the principal exports 
are corn, agricultural produce, live stock, timber, coal, 
and minerals. Dr. Kemmerer thought that the un- 
favourable consequences of the premature introduction 
of the gold standard in the spring of 1924 were notice- 
able at the end of that year; they made themselves fully 
felt during 1925, when they affected all departments of 
national economic life and finance. In consequence 
of the failure of crops in 1924 it had also been necessary 
to purchase considerable quantities of corn abroad; in 
part that contributed to financial difficulty. On the other 
hand, certain improvements in the later position were 
due to the coal stoppage in the United Kingdom, with 
beneficial influence on Polish exports. It was thought 
that, provided no international complications arose, that 
order was maintained in the country, and that the taxa- 
tion of {1 10s. per inhabitant, as foreseen by the Budget, 
was not excessive, the financial and economic stability 
of the country would appear to depend primarily upon 
the balancing of the Budget and the maintenance of the 
exchange. For this purpose it was essential that there 
be no diminution of agricultural and industrial produc- 
tion, that there should be an excess of exports over 
imports, and that the existing level of prices and cost 
of living should remain stationary. A reply has been 
afforded to the question which Dr. Kemmerer raised as 
to whether the resources of Poland would be sufficient 
to maintain the then stabilization or whether it would be 
necessary, with allowance for the further development 
of the country, to seek financial assistance abroad. He 
indicated that it was generally believed that such a step 
would be indispensable. Under that policy it was 
conceded that the proceeds should be earmarked for 
(a) strengthening the resources of the Bank of Poland in 
order to make the country more independent of the 
foreign trade balance on which the exchange depended ; 
and (6) for capital investments without which the develop- 
ment of industries and of the natural resources of the 
country, but primarily agriculture, would be impossible. 
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It was agreed that under no circumstances should the 
prone of the loan be used as cover for a possible bud- 
getary deficit. For Great Britain, interested as it is in the 
external steps which have now been taken, attention will 
be directed to certain problems of trade with the United 
Kingdom. The analysis of 1926 indicates that Britain 
was the third largest supplier of foreign goods to Poland 
and the second largest purchaser of Polish goods; and that 
trade between the United Kingdom and Poland was of 
a complementary character in that goods imported by 
Poland are different from those exported from that 
country, and on that basis offered certain advantages. 
The advice tendered to British traders emphasized the 
importance of competitive prices, conditions of payment 
which should be equally favourable to those offered by 
other countries, goods adapted to the requirements of the 
country and the taste of the people, when possible the 
quotation of prices c.i.f. Danzig or Gdynia, an increasing 
correspondence in Polish, French or German, and the 
accompaniment of offers and tenders by catalogue, with 
drawings, photographs, and directions for use. In 
addition to these recommendations it was suggested that 
local agents should be inspected at regular intervals by 
representatives of British firms, who “should also visit 
the clients; that the disadvantages arising from the less 
favourable geographical position of the United Kingdom 
compared with that of other competing countries, such 
as Germany, Austria, and Czechoslovakia, could be over- 
come by the establishment of consignment stocks; that 
it was essential to employ only Polish citizens or natives of 
Great Britain, and not to entrust the task to firms of 
other nationality; and that, pending the resumption of 
normal trade relations with Germany, goods should be 
consigned direct to Poland in transit through Germany, 
or to Danzig or Gdynia, but not to a German port for 
transhipment to Poland. 

All the facts suggest that with industry and fair play 
Poland should now have its largest post-war chance of 
effective restoration. The lessons for Great Britain are 
plain. If manufacturers and traders take advantage of 
them they will do much to safeguard in their own and not 
less in the public interest the benefits which should be 
derived from the stabilization loan. 
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Banking in Poland 


By St. Skonieczny 


(Secretary-General of the Polish Banking Association) 


HE prosperity of banking necessarily depends upon 
the existence of a stable currency. For a year 
and a half the Polish currency has remained stable 

at the rate of $1=zlotys 8-91. This comparatively short 
period of stabilization, which had been preceded by 
several years of inflation and by a breakdown of the 
new Polish currency in the second half of 1925, is 
obviously insufficient to ensure the complete recon- 
struction of the capital market in Poland. But much 
progress has been made. 

It should be remembered that the capital market in 
Poland was in a far worse condition than the markets 
of other countries which also suffered from inflation. 
In Germany, France, Italy, and Belgium the national 
capital which had _ fled abroad during the period of 
inflation began to return after the stabilization of the 
currency. This did not happen in Poland. Before 1914 
Poland lacked capital, but the European war, the occu- 
pation of the country by the enemy, and the hard period 
of struggle for independence completely destroyed liquid 
capital savings. In many Western European countries 
the reconstruction of the capital market could be effected 
within a comparatively short period after the currency 
had been stabilized ; capital in Poland must be created 
anew by the savings of the public. 

The results of one year and a half of the Government’s 
wise financial policy are very encouraging. The 
State budget for 1926 closed with a surplus of 29 
million gold francs, while the surplus of revenue over 
expenditure in the eight months of 1927 attained 160 
million zlotys. The reserves in gold and foreign curren- 
cies of the Bank of Poland have increased in the course 
of a year and a half by 2811 million zlotys. There 
has also been a simultaneous revival of the whole 
economic activity of the country, as indicated by a 
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decrease of unemployment. The number of unemployed 
fell from 265,000 at the end of 1926 to 129,000 in 1927. 

The improved economic conditions of the country 
had a favourable repercussion on the banking situation. 
The balance sheets of the Bank of Poland, as well as 
those of the State and private banks, give ample proof 
of this improvement. The reserves of the Bank of 
Poland in gold and foreign exchanges, which serve as 
the security of its note-issue, show a steady increase in 
the course of 1926 and 1927. 


Foreign 
currencies 
and 
balances 


Gold Total 


In millions zlotys 


December 31, 1925 es 3 1336 
December 31, 1926 138°5 
January 31, 1927 oA 3 144°3 
February 2 28, 1927 xy Sa = 
March 31, 1927... Ss Bi 152° 
April 30, 1927 ie , nade 
May 31, 1927 a ats — 158° 

June 30, 1927 ae ot 161°7 
July 31, 1927 i“ Si - 164°7 
August 2, 1027 .. me be 1752 
September 20, 1927 180°6 


oe 


? 


Vid 
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The marked increase of the reserves in gold and 
foreign exchange was the result of the favourable balance 
of foreign trade. It was not before the spring of 1927 
that the trade balance became adverse in consequence 
of a rather unsatisfactory crop. We must point out, 
however, that, as the realization of the new crop draws 
nearer the trade balance again tends to improve and 
the deficit for the month “a August 1927 does not 
exceed 16 million zlotys. It may, therefore, be hoped 
that there will soon be a surplus of exports over 
imports. In spite of five months of foreign trade 
deficit the reserves of the Bank of Poland in gold 
and foreign exchange did not diminish, the outflow 

MM 
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of these reserves caused by the trade deficit being 
counterbalanced by an inflow of foreign credits. 

As the general economic situation of the country 
improves, the import of foreign funds tends more and 
more to assume the form of long-term credits. The 
growth of the Bank of Poland’s reserves in metals and 
foreign currencies enabled it to increase its note-issue 
and to bring the amount of bank-notes in circulation 
from 381 million zlotys to 778 million, increasing at the 
same time their cover from 38 per cent. to 53 per cent. 
Strictly speaking, the reserve ratio exceeds the above 
figure, owing to the fact that the reserves in metals 
and foreign currencies are reckoned in the statements 
published by the Bank of Poland at the rate of zlotys 
518 to the dollar, whereas the actual rate of exchange 
is of zlotys 891 to the dollar. If, therefore, we take 
into consideration the difference in the rate of exchange, 
the real reserve ratio, reckoned at the present rate of 
exchange, would amount to 79 per cent. This con- 
siderable increase in the reserve ratio was accounted 
for by the cautious credit policy of the Bank of Poland. 
Unwilling to create an artificial increase of economic 
activity by means of credit inflation, the Bank of Poland 
did not adopt a more liberal credit policy until the month 
of April 1927, when the spring and summer agricultural 
operations caused an increased demand for cash. 


AMOUNT OF CREDITS GRANTED BY THE BANK OF POLAND. 
(In millions of zlotys.) 


December 31, 1925 .. i i oa 362°4 
December 31, 1926 .. soi avd ra 330°7 
January 31,1927... aa mr dee 329°3 
February 28,1927 .. ani 2 ce 339°9 
March 31, 1927 kc - aa os 364°9 
April 30, 1927 ci ‘es 32 wa 3786 
May 31, 1927 na wid ei ft 391'5 
June 30, 1927 : i iy 406°8 
July 31, 1927 sia re ia ate 427°3 
August 31, 1927 as ati a fy 436°9 
September 20, 1927 .. és ‘a én 432°0 


The movement of deposits on current accounts with 
the Bank of Poland is likewise highly characteristic of 
the economic situation of Poland attesting, as it does, 
the increased liquidity in the national economy, on one 
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hand, and the considerable improvement of the budgetary 
situation on the other. 


Private Government 
current current 
accounts accounts 





in millions of zlotys 


December 31, 1925 ia Kea sis 49'0 10°6 
December 31, 1926 a ‘ie is 1250 9°4 
January 31, 1927.. 120°6 28°6 
February 28, 1927 ea 138°3 63°7 
March 31,1927 .. i re = 162°0 36°2 
April 30, 1927 ‘3 “es ‘i 1338 82°9 
May 31, 1927 ea - i i 111s 99°5 
June 30, 1927 ea ma ae ae II3°4 95'6 
July 31, 1927 “i ‘3 ‘a i 112°6 108'I 
August 31, 1927 .. ie iis 4 1148 130°8 
September 20, 1927 ia 58 gal 162°2 E27°% 





The National Economic Bank, a State bank, is another 
factor of prime importance in the money market. The 
balance sheets of this bank also show considerable 
development. While at the beginning of 1926 deposits 
amounted to 84 million zlotys and Treasury investments 
to 160°8 million zlotys, in the month of July 1927 deposits 
attained 298°6 million zlotys and Treasury investments 
256°9 million zlotys. The amount of short-term credit 
facilities extended in the course of the same period by 
the National Economic Bank grew from 141 million 
zlotvs to 386 million. 

The Polish private banks are members of the 
Polish Banking Association which draws up a joint 
balance sheet on the basis of the individual monthly 
statements of its members. On another page we publish 
a survey of the results of the Polish private banks in 
the course of the present year as compared with the 
results of 1925. 

It will be observed that in the second half of 1926, as 
well as in the current year, a steady growth of the 
banking deposit business points to the gradual recon- 
struction of the capital market in Poland. The growth 
of all kinds of deposits in the course of 1926 and 1927 
is illustrated by the following table prepared from the 
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monthly balance sheets of thirty banks, who are members 
of the Polish Banking Association. 


Bank Total 
denesiie eihaiel accounts deposits 

4 s S acc Ss “cc ” . 

I : Loro of all kinds 


Fixed Current 


in millions of zlotys 


December 31, 1925.. 7 162 
December 31, 1926.. 75 240 
January 31,1927 .. 256 
February 28, 1927 .. 263 
March 31, 1927 re 271 
April 30, 1927 - 308 
May 31, 1927 “ia 314 
June 30, 1927 aa 319 
July 31, 1927 ai 22 333 
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These figures show that the amount of deposits with 
the associated banks has increased by 120 per cent. 
Stress should be laid upon the fact that fixed or term 
deposits are growing more rapidly than other groups 
of deposits, viz.: on December 31, 1925, they con- 
stituted 17 per cent. of the total amount of deposits, 
while on July 31, 1927, 24 per cent. The bank 
rates paid on deposits towards the end of 1925 were 
about 12 per cent. on sight deposits and 18-20 per 
cent. on term deposits. In 1927 these rates do not 
exceed 6 per cent. on sight deposits and 12 per cent. on 
term deposits. In spite of so marked a decrease in the 
bank rates the growth of deposits continued. The total 
amount of deposits with all credit institutions of Poland, 
viz. the Bank of Poland, the State and private banks, 
the savings banks, and the credit co-operatives, was, on 
December 31, 1925, 568 million zlotys; on December 31, 
1926, 1,115 million zlotys; while in the month of July, 
1927, 1,500 million zlotys. Prior to the European War 
deposits with the credit institutions operating on the 
present territory of the Polish Republic ran in the 
neighbourhood of 3,100 million zlotys. 

The growth of deposits enabled the banks to increase 
their credit operations as the table (page 494) shows. 
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BANK OF POLAND 
(BANK POLSKI) 


HE foundation of the Bank of Poland in April, 1924, was one of the most important 
steps in the realization of the financial reform carried through after five years of 
paper money inflation. The Bank of Poland was constituted as a joint stock 

company, endowed with the exclusive right to issue banknotes for a period of twenty 
years, i.e. up to December 31, 1944. 

Three main periods may be distinguished in the Bank’s policy with regard to the 
currency situation. The first period lasted from the beginning of the Bank’s activity 
up to July, 1925, i.e. up to the first break in the Zloty rate. In view of the inconvertibility 
of banknotes into gold, the Bank adopted the U.S. dollar as the basis of stabilization by 
meeting to their full extent all demands for foreign exchange. The application of this 
policy proceeded without difficulty in 1924, but was rendered more difficult in 1926. 
The pressure of an adverse foreign trade balance and of the credit isolation of Poland made 
the Bank’s reserves insufficient for regulating Poland’s exchange of commodities with 
other countries. The Zloty rate broke down and a period of strong currency fluctuations 
lasted nearly a year, viz. up to June, 1926. The Bank’s policy during that period aimed 
at diminishing the scale of these fluctuations as the Bank was not able to check the fall 
of the Zloty rate more effectively owing to its insufficient reserves. Owing to an improve- 
ment in the economic situation of the country in June, 1926, a turning point was reached 
in the currency situation. Owing to the growth of the balance of foreign payments the 
rate of exchange of the dollar fell comparatively quickly from to’90 (June 1, 1926) to 
9°07 at the end of July, and g‘oo at the end of August, 1926. In January of the current 
year the dollar rate dropped further to 8°95 and in April to 8°93. Since that time the 
Zloty rate has remained practically stable. The law of October 13, 1927, adopted as the 
stabilization rate the rate of 8:9141 zloty to the United States dollar. 





Bank, 


The above-mentioned three periods are reflected in the balance-sheets of the 
as shown in the table below (in millions of zlotys) :— 

Summarized Balance-sheet Items. May to, July 31, June 30, Sept. 30, Oct. 10, 
1924. 1925. 1920. 1927. 

Gold... a ee ‘a a 70° 4 121°6 134°7 183°2 
Foreign Currencies and Bills after 
deduction of obligations in foreign 
currency ‘ sak ee 79°6 5 29°8 234°4 
Note Circulation re III‘! 401° 4480 844'°5 


Reserve ratio against Notes outstanding 224°9% : 30°7% 49°06% 
Bill Portfolio 1182 302°9 301°3 419°7 


Share Capital and Reserve F und oe 100°0 102°9 104°6 
Deposits (private) “a ss i 52°5 33 53°4 I24°2 31'S 
State Debt vi ia sa ad = 50°0 25°70 ‘oO 
Balance-sheet Total .. 7 ick 443°2 730°6 T,238°5 [ 408" I 


The above figures prove that the Bank’s position at the beginning of October was very 
favourable, particularly when compared with June, 1926, i.e. the period marked by the 
greatest currency fluctuations and the depletion of the Bank’s reserves. 


NUN 
°o 
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The balance-sheet dated October 10, 1927, is computed in the new monetary unit, the 
zloty, equivalent to 11.22 cents of U.S. After the revaluation of the Bank’s reserves the 


reserve ratio increased to 89°4 per cent. 


Owing to an improvement in the credit situation in 1926, the discount rate of. the 


Bank, which up to July, 1926, amounted to 12 per cent., has been gradually reduced to 
8 per cent. Simultaneously the rate applied by private banks diminished from 24 per 


cent. to 12 per cent. per annum. 


The success of the stabilization loan further strengthened the position of the Bank of 
Poland. The Bank’s increased reserves will henceforth protect the Zloty rate against 


any unfavourable changes in the economic situation. 
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Total 
credits 
granted 


Bills Open Term 
discounted credits loans 


in millions of zlotys 


December 31, 1925 189 
December 31, 1926 246 
January 31,1927 .. 269 
February 28, 1927 .. 289 
March 31, 1927 J 309 
April 30, 1927 ‘a 326 
May 31, 1927 336 
June 30, 1927 r 348 
July 31, 1927 wid 307 
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As may be seen from the above the volume of credit 
operations has increased by 82 per cent. Particular 
attention should be directed to the fact that this increase 
is to be accounted for by the increased process of 
capitalization as expressed in the growth of bank deposits 


and not by the increased rediscount activity of the bank 
of issue. The total rediscounts at the Bank of Poland, 
required by the associated banks, amounted on December 
31, 1926, to 121 million zlotys, while on July 31, 1927, to 
190 million. Thus, the increase in the amount of bills 
rediscounted at the Bank of Poland attained 69 million 
zlotys, whereas the increase in the volume of credits 
extended by the banks amounted to 325 million zlotys. 
The total amount of credit facilities extended by the 
three main Polish credit sources, viz. the Bank of 
Poland, the National Economic Bank, and the asso- 
ciated private banks attained on July 31, 1927, 1,391 
million zlotys, while on December 31, 1926, it did not 
exceed 972 million. 

In the course of the period under review the discount 
rate underwent a _ considerable diminution, passing 
from 24 per cent. in force towards the end of 1925 to 
from 10 to 12 per cent. in 1927. The discount rate of 
the Bank of Poland had been lowered in the course of 
the same period from 12 to 8 per cent. 

One of the main causes of the high cost of credit in 
Poland is the practical disappearance of long-term credit. 
It is only in the course of the last few months that 
long-term credit has gradually begun to reappear 
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POLISH TOBACCO 
MONOPOLY 


HE tobacco monopoly was created by law in 1924. The 

liquidation of the private industry was then effected, and 

the Polish Tobacco Monopoly took over the whole production 
and distribution. After the war in Matapolska (“Little Poland,” 
or Galicia) the Government had only one factory for the production 
of tobacco, as the factories of the former Austrian Monopoly were 
destroved during the war. 

At the end of 1922 four factories were rebuilt, and at the end cf 
1924 nine factories were in existence. At present the Polish Tobacco 
Monopoly possesses twenty-two, after having bought all private 
works and closed down old-fashioned establishments. 

Those twenty-two works provide the entire output of the 
tobacco industry which gives employment to about eleven thousand 
workers. The monopoly is, therefore, a great source of income to 
Poland’s Treasury. Before the introduction of the monopoly, in 
1922, the Treasury's income from tobacco amounted (after the 
former Polish mark was exchanged for the zloty) to 34 million, and 
in 1923, 33 million zloty, in 1924 (during half this period private 
manufacturers were still producing), 162 million zloty, in 1925 it 
amounted to 224 million zloty, and in 1926 the revenue from the 
same source was over 315 million zloty. 

According to the payments already made by the Polish Tobacco 
Monopoly to the Treasury it is to be hoped that an income of over 
340 million zloty will be realized this year. 

It is necessary to point out that the Polish Tobacco Monopoly, 
soon after the war, was in a very difficult position owing to an 
insufficient supply of raw tobacco. 

The population of the former Russian territory used tobacco 
made from raw materials in the Crimea and Caucasus. The Russian 
Revolution destroyed those plantations, and it was not until recently 
that tobacco leaves could be imported from the Russian provinces 
cultivated by the Soviets. The population of the former Austrian 
territory used tobacco produced from raw materials which came 
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partly from Turkish provinces, and, in a greater proportion, from 
either Balkan provinces or from Austria itself, from Hungary, 
3osnia, and Herzegovina. All tobacco plantations lay in regions 
where war has raged, and were therefore partly or wholly destroyed, 
In some places tobacco culture was discontinued. Thus for many 
vears deliveries of tobacco leaves of high quality, which the popula- 
tion were accustomed to smoke, were either entirely impossible or 
could be made only under great difficulties. 

The plantations in the South of Matapolska which supplied about 
5 million kgr. of tobacco leaves before the war, were almost entirely 
destroyed during the conflict, and in 1919 the whole supply amounted 
to only 14 thousand kgr. of raw material. Every year the Polish 
tobacco crop is increasing. Excellent results have been achieved in 
Malapolska Wolyn province, the plantations near Grodno, in the 
county of Vilna, the Pomeranian districts, and in Gérny Slask. 
According to the report of the crop already collected this year’s 
production will amount to about 4 million kgr. 

In the provinces, where experimental stations were placed by 
the Polish Tobacco Monopoly, the planting of Balkan and present 
Greek-standard qualities is being tried, and good results have been 
obtained. In so far as developments and improvements in methods 
of production are made, the quantity of manufactured raw material 
is increasing, and, while in 1924 the total amounted to 7$ million kgr., 
in 1926 it reached 174 million kgr. Polish tobacco products enjoy an 
ever-increasing consumption, and the smoking of foreign cigars and 
cigarettes in Poland is diminishing considerably. 


During the last few months especially it has been possible to buy 
tobacco leaves equal to pre-war quality, so that Polish tobacco 
products have now reached a high standard in comparison with the 
monopolies of other States. As is well known, a considerable number 
of Governments on the Continent have their own tobacco monopolies, 
whose products cannot excel those of the Polish Tobacco Monopoly. 


At the Eastern Fair, which took place in Lw6w in the first half of 
September, the Polish Tobacco Monopoly displayed their products 
with great success, as many foreign visitors can testify. The pro- 
visional statistics, in tables, etc., then given, well illustrated the 
development of the results of this great Polish Government enter- 
prise. The main interest centred in the collected tobacco leaves 
cultivated in Polish plantations. 
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Poland’s Stabilization Policy 
By F. Mlynarski 


(Vice-President of the Bank of Poland) 


EGAL stabilization of the Polish currency was 
L attained on October 13, 1927. The financial reform 
is based on the following fundamental measures : 
(a) the stabilization plan worked out in conjunction with 
the foreign experts and ensuring the consistency and the 
rationality of financial policy; (b) the discount credits 
to the amount of 20 mil. dollars granted to the Bank of 
Poland by a group of fourteen leading central banks; 
(c) the international stabilization loan- to the amount of 
62 mil. dollars and 2 mil. pounds sterling; and (c) the 
co-operation with the American expert who, in the capa- 
city of an adviser, will be admitted to the Council of the 
Bank of Poland for a period of three years. 

Poland will thus enter into the group of States whose 
currencies based on the gold standard not only enjoy 
the reputation of being strong currencies, but are also 
regarded as territories in which foreign capital can be 
profitably invested. It was one of the harmful para- 
doxical developments of the last years that a State whose 
area is larger than that of Italy and which has a popula- 
tion amounting nearly to 30 millions, and possesses rich 
natural resources, has been disregarded by the large 
capital markets of the world. Poland was not the only 
nation which suffered from this grave disadvantage. 
Now, when she has succeeded in securing the co-operation 
of foreign capital, the study of the experiences which she 
has undergone may serve as an interesting contribution 
to the history of the post-war period. 

When Poland was called into being by the Treaty of 
Versailles she inherited from the former German adminis- 
tration the so-called ‘‘ Polish State Loan Bank,’’ which 
possessed the right to issue Polish marks. The first 
balance-sheet of this bank, published after the with- 
drawal of the German authorities, did not show among 
the assets any—even the smallest—holdings of gold or 
foreign exchange, except a sum of German marks 
depreciated in value. 
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Of all European countries Poland suffered most 
destruction during the World War and the subsequent 
way Bolshevists carried on for the purpose of protecting 
not only her own interests but also those of the rest of 
Europe. She had, therefore, no gold reserves which 
could serve as cover for her currency. What form could 
her stabilization policy take in such circumstances ? 

As her State Treasury had no cash reserves, Poland 
was compelled to cover the peer of her civil 
service and the costs of war by printing paper money. 
Having likewise no reserves in gold and foreign exchange, 
she was obliged to adopt a strong Protective policy in 
foreign trade. Abnormal circumstances re quired abnormal 
methods. The financial measures taken at that time 
proved to be insufficient, and it was not until the end of 
1923 and the beginning of 1924 that she could control 
paper money inflation. 

In summer of 1923 a heavy property tax was imposed 
in connection with the programme of financial reform. 
Simultaneously, the foreign trade balance, owing to the 
Protection policy, became active for the first time. At 
the end of January 1924, the Polish mark was stabilized, 
and in the following month the Government introduced 
deflationary measures. 

Just before the beginning of 1924 the Polish State 
Loan Bank had been gradually accumulating a reserve 
of gold. It was composed of the voluntary deposits of 
the community, the purchases made on the home market, 
the proceeds derived from the winding-up of the Bank of 
Austria and Hungary, and of the reparation payments 
made by Russia. At the beginning of 1924 these reserves 
totalled 78:1 mil. gold marks. It was a large sum if we 
take into consideration that these reserves at the begin- 
ning had been practically non-existent. This sum was 
not, however, quite sufficient. Having obtained a 
foreign loan from Italy to the amount of 400 mil. lira, 
the Government offered for public subscription shares 
of the Bank of Poland, which was constituted as a new 
Bank of Issue, independent of the Government. The 
share capital of this bank, fixed at 100 mil. zlotys (equal 
gold francs), was readily subscribed. Thus was the 
monetary reform achieved. 

From fear of a rise of prices, which tended to attain 
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The Government Spirit Monopoly in Poland 


ITS AUTHORITY AND SCOPE. 
T= spirit monopoly in the Polish Republic was introduced on July 31, 1924, 
by a Law which came into force on January I, 1925 
THE MANAGEMENT OF THE P.MLS. 

For carrying out the aforesaid privilege of the State Treasury the State Control 
of the Spirit Monopoly was established, which is subordinate to the Ministry of 
Finance but remains an independent legal body. 

The Control possesses its own factories—eight works for the manufacture of pure 
brandy, three distilleries, eighty-eight wholesale depots and forty-six retail shops. 
Production remains in the hands of private enterprise. In 1925-26 there were 
1,307 agricultural distilleries and forty-one industrial distilleries in operation, 
producing between them 625,995 lit. of 100° spirit. The Control fixes the demand 
for each year (the senvcivaiinn limit), distributing it at the same time between the 
several distilleries. 

BUYING AND SELLING PRICES. 

Each year the Minister of Finance fixes the buying price of the raw spirit and 
the rate of duty (the present rate being ZI. 650 per 1 lit. 100°) ; the spirit for industrial 
lighting and traffic purposes is duty free. 

THE CONTROL OF PRODUCTION AND OF THE QUALITY OF 

THE PRODUCTS. 

The distilleries are subjected, free of charge, to compulsory expert supervision, 
and are given free scientific advice. 

The distilled spirit delivered by private firms is analysed in the chemical labora- 
tories of the Control and is only purchased when certified pure. 

All sorts of brandy and liqueurs (there are several thousands in the market), 
the production and sale of which are not controlled by the Monopoly, are now being 
specially analysed in the Central Chemical Laboratory of the Control, and, if the 
result is not satisfactory, the liqueur is excluded from the market. 


MONOPOLY SPIRIT SALES. 


In Thousands of HI. too 
For Denaturate 


Total For food industrial use products 
1925 i 499 410 31 58 
1926 ie 579 453 38 88 
Per Head of Population on lit. 100° 
1925 at 1°86 1°53 o'rll 
1926 o- 2°11 1°64 o'l4 
REVENUE. 

The income of the State Treasury from P.M.S. in 1925 (in thousands), 
Zl. 172,000=10 per cent. of total State income. 

Income of the State Treasury from P.M.S. in 1926, Zl. 248,266=13°3 per cent. 

Income of the State Treasury for first seven months of 1926, Zl. 126,000. 

Income of the State Treasury during first seven months of 1927, Zl. 179,009. 

The Budget statement dealing with the period from January 1, 1926, till March 
31, 1927, shows additional payments amounting to Zl. 54,000,000 to communal 
societies, and a net trade profit of about Zl. 42,000,000 and in 1925 ZI. 22,480,000. 

The turnover as shown by the books for the same period amounted to over 
Zl. 4,835,000 and the expenses of the Control and of its subsidiary organizations 


were only about ZI. 5,223,000. 
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the level of world prices, the Government changed its 
commercial policy. By means of a liberal tariff policy 
it hoped to check the upward movement of prices. In 
theory it was a sound policy, but in practice it proved 
premature. Moreover, the grain crop in 1924 (the first 
after the financial reform in a country which is _ pre- 
dominatingly agricultural) was exceedingly unsatisfactory. 
The sudden and marked falling off in national income 
reacted adversely on the taxable capacity of the popula- 
tion, and the property levy, which is an abnormal tax 
and one not easy to collect, proved a failure. This upset 
the budgetary equilibrium and led to renewed inflation. 

The premature tariff changes and the failure of crops 
were bound to bring about a rapid growth of the imports, 
particularly imports of foodstuffs. Simultaneously the 
fall in prices of sugar and coal exports lowered consider- 
ably the value of the exports. The increase in the imports 
of foodstuffs in the period January—July 1925, as com- 
pared with the corresponding period of the first seven 
months of 1924, amounted to 227 mil. zlotys. The losses 


on the exports of sugar and coal in the same period may 
be estimated at 80 mil. zlotys. These two items together 
amounted to 307 mil. zlotys, i.e. were nearly equal to 
the reserves in gold and foreign exchange of the Bank 


of Poland. 
The Government hoped to master the situation by 


ce 


means of a foreign loan contracted for “‘ productive pur- 
poses.”’ It was of opinion that in view of the effective 
stabilization of the Polish currency it need not have 
recourse to the difficult and complicated international 
negotiations for a stabilization loan. A banker appeared 
who was willing to support such a policy and who ran 
the risk of issuing a loan to Poland. In spite of efforts 
the loan ended in failure. Only the first series of this 
loan was realized, whereas the other, amounting to 15 mil. 
dollars could not be issued, and if it had been issued it 
could not have then saved the situation. The zloty rate 
broke down in July 1925, and Poland’s importing 
ability decreased to the detriment of the other countries, 
especially of the countries of Central Europe. 

This failure naturally compelled Poland to return 
to Protection. Her attempt to practise commercial 
liberalism was wrecked by the lack of credit liberalism on 
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THE POLISH MATCH MONOPOLY 


HE Polish Match Monopoly has been in existence from 
T October I, 1925. 

The privilege of the Polish Match Monopoly is founded on a 
statute of July 15, 1925, by virtue of which it is empowered to 
supervise the whole production and has the sole right to sell matches 
in the country. 

This secures considerable profits to the State Treasury. Under 
the authority of these regulations the Polish Match Monopoly began 
operations on October I, 1925. They assumed temporary control 
over ten match factories. These are the following: The “ Plomyk”’ 
factory in Warsaw, the United Polish Match factories in Btonie, 
Mszczonow and Poznan, “Silesia”’ in Chechowica in Slask, “‘ Promien’”’ 
in Bydgoszcz, “ Progress- Wulkan”’ in Pinsk, “ Marjos” in Grodno, 

“Watra”’ in Stryj, and a factory in Czestochowa. All these factories 
will be purchased by the Polish Match Monopoly. 

All these factories have been brought to the highest stage of 
production and manufacture excellent goods, comparable as regards 
quality with other foreign manufactures. The Polish Match 
Monopoly entirely covers the home market, and exports matches to 
America, England, Roumania, and to Siam, and recently the 
Polish Match Monopoly entered into relations with China. 

But these are only preliminary developments. The Association 
has prepared a programme which will reorganize the technical and 
commercial production as well as the sale and export of matches. 
This programme will be completely fulfilled when all the present 
private factories have become the property of the Match Monopoly. 
It is hoped that these measures will cheapen the cost of production, 
and at the same time increase the revenue of the Treasury. 

The proposed reorganization is particularly desirable because it 
will lead to a considerable export of Polish matches to foreign 


markets. 
The operations of the Polish Match Monopoly have already 


yielded considerable financial results. 

For instance, last year’s accounts show an income of about 
8,535,811 zl. from farms rented, instead of 5 mill., as had been 
estimated by the Government. 

This statement shows that the organization of the Match Mono- 
poly in Poland is a great international business. The chief director 
is Mr. Iver Kreuger. 

The main organization is in the hands of foreigners, but directors 
of the match factories of Poland and the technical experts and 


administrators are Polish. 
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international markets. Ina short time her monthly imports 
fell on an average to half of the imports of the stabilization 
period. Thus ‘the penalty for the depreciation of the 
zloty was not merely paid by Poland. 

The return to Protection and the favourable grain 
crop of 1925 quickly restored foreign trade. Simul- 
taneously rigid economies were enforced in the State 
Budget. In a period in which currency depreciated in 

value and prices were steadily on the increase the Govern- 
ment reduced the officials’ salaries on the average by 5 per 
cent. and, which is more important, abolished the unstable 
bonus system based on the cost of living, which had been 
an inheritance from the inflation period. It was in truth 
an heroic effort, which proves how deeply the principle 
of budgetary equilibrium is rooted in the psychology of 
the community, as this operation did not bring about 
strikes or counter-actions of any kind. In this way the 
foundations for balancing the budget were laid. 

The state of the foreign trade balance and the im- 
— ement in the budgetary situation quickly enabled 
the Government to master the situation. Already at the 
end of May 1926 the zloty rate began to improve, _ 
since July it had been practically stable, showing only 
slight tendency to rise. The st \bilization achieved in 
this way underwent a further improvement in con- 
nection with the growth of coal exports due to the 
British strike. 

At the end of summer 1926 the monthly budgets 
began to show surpluses, which by the end of the fiscal 
year exceeded 50 mil. zlotys. Thus, by her own unaided 
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(CREDIT ASSOCIATION OF LANDOWNERS OF THE COUNTY OF POZNAN) 
OF 200 (TWO HUNDRED) U. S. DOLLARS. 
The hearer of this Mortgage Bond is entitled to receive on the 1“ of July 1933 the nominal sum in U. S. Dollars. 
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2™' cf January and on every 1 of July. 
The Poznatiskie Ziemstwo Kredytowe guarantees that : 
1) this Mortgage Bond, which has been registered in the Mortgage-book on behalf of the Poznatiskie Ziemstwo 






Kredytowe is insured on the properties belonging to the members of the Society of the Poznartiskie Ziemstwo 
Kredytowe in the provinces of Poznati (Posen), Pomorze (Pomerania) and Slask (Silesia), 

on behalf of the holder of this Mortgage Bond the Poznatiskie Ziemstwo Kredytowe guarantees with all its 
own property, 
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BANK GUKROWNIGTWA S.A. W POZNANIU 


(SUGAR INDUSTRY BANK IN POZNAN). 
Head Office : 


POZNAN: SEW-MIELZYNSKIEGO 7. 


Branches : 
1 WARSAW: KRAKOWSKIE-PRZEDMIESCIE 55. 
, , 
2. LWOW: JAGIELLONSKA 1. 
Telegraphic Address (Head Office and Branches) : ‘‘ BACUKRO.” 
3. DANZIG: BALTISCHE COMMISSIONSBANK G.m.b.H. 
Telegraphic Address: ‘‘ BAIJTICBANK.” 


IN ACCOUNT WITH THE BANK OF POLAND. 
ACCOUNTS WITH POST OFFICE BANKS. 


BANKING DEPARTMENT : 
Accepts Deposits, Current Accounts, Deposits in Polish and Foreign 
Currencies, Bills Discounted. Money remittances and Bankers’ Drafts 
Inland and Foreign. Every description of Banking Business Transacted. 


COMMERCIAL DEPARTMENT : 

Sales on commission on the home market and export of sugar from 
sugar factories federated in the West Polish Sugar Industry Association 
and the Commercial Company of Associated Sugar Factories in Warsaw. 
Commission buyers of fuel, fertilisers and sacks for the federated sugar 
factories. 
The activity of the Bank in 1926 is illustrated by the following figures: 

Sugar sold on the inland market 222,721 tons. 

Ps a ts... ae 3 216,185, 

Purchased for account of sugar factories: 

Coal - - - - - - 250,000 tons. 

Fertilisers - - : - = 62,730 ,, 


BANK 
IKROWNICTWA ‘L 


NEW BUILDING OF THE BANK CUKROWNICTWA, 
PURCHASED IN OCTOBER, 1926. 
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efforts Poland for the second time stabilized her currency 
and balanced her budget. 

It was only necessary that these results obtained by 
the country’s own efforts should be strengthened and 
secured. In the first place it was necessary to face the 
danger arising from a rapid rise in prices. The stabiliza- 
tion of currency which usually follows a period of the 
depreciation of currency, entails a natural tendency of 
internal prices to reach the level of world prices. This 
process at the end of 1924 and the beginning of 1925 
brought about disastrous results. Therefore, having 
obtained again the stabilization of the zloty, it was 
necessary to mitigate and check the rise in the price 
level. 

An upward movement of gold prices was noticeable 
immediately after the stabilization of the zloty in the 
summer of 1926. The wholesale price index (index of 
Ig14 = 100) which amounted in June 1926 to Io1‘8 
and in December of the same year to 112°0, in April of 
1927 increased to 119°4, and since that time has been 
maintained—except for small fluctuations—at the same 
level. The index for September of the current year 
again amounted to I19°4, i.e. since April of the current 
year Poland has entered into a period of stable gold 
prices, and the preceding period marked by an upward 
movement of prices did not affect adversely either the 
State Budget or the currency situation, and its reper- 
cussion on foreign trade was likewise a moderate one, 
for the passivity of the foreign trade balance in the 
period April-September was chiefly due to the growth 
of imports of foodstuffs covering the deficiency in the 
grain crop of 1926. After the new harvest of the current 
year the imports and the exports are showing a tendency 
to balance. The deficit in the foreign trade balance for 
September of the current year amounted only to 
7 mil. zlotys, i.e. less than 1} mil. dollars. 

The favourable results of the efforts to check the 
upward movement of prices may be ascribed to the 
deflation policy of the Treasury which used its budgetary 
surpluses to withdraw Treasury notes from circulation 
and also partly to the cautious policy of the Bank of 
Poland. If we compare the bank’s balance sheet of 
December 31, 1926, with that of August 31, 1927 (i.e. 












505 
THE POLISH SALT MONOPOLY 


MONGST the numerous mineral resources, which are exclusive possessions of the Polish Government, 
the salt beds occupy a very important position. These beds are situated in all parts of the country, 
either as rock-salt beds or as layers marl or as brine springs. The salt reserves in the salt beds 

already discovered amount so far to five and a half milliard tons—a quantity sufficient to supply Poland 
for a thousand years and which justify its being called ‘‘ The Land of Salt.” 

All transactions in salt, in Poland, are a Government privilege, that is to say, a monopoly. 

In the working of this monopoly two State Ministries take part at present, namely, the Ministry of 
Trade and Industry, which controls the salt production, and the Ministry of Finance, which controls the sales. 

The head office of the Salt Monopoly, under the direction of the Minister of Finance, is the supreme 
authority in all cases relating to the trade, import and export of salt. The Trade Ministry to which is 
entrusted the control of the sale of salt produced by all “ salt houses ” in working, is called the Salt Sales 
Department and is subordinate to the Rates and Monopolies Department of the Ministry of Finance. 

The salt when produced passes from the works to the Minister of Finance at cost price, and the latter 


fixes the sales prices. The difference between the cost and selling prices represents the net profit to the 


Treasury. 
The Salt Monopoly is thus a source of important and steady revenue for the Polish Treasury. The net 
income from this source was as follows: for the year 1924, first Zl. 15,000,000, finally Zl. 16,000,000; 
for the year 1925, first ZI. 28,769,500, finally Zl. 31,726,627; for the year 1926, first Zl. 31,879,900, finally 
ZI. 42,200,000; for the year 1927, first Zl. 39,500,000, up to September 30 Z]. 30,000,000. 
The consumption of salt in Poland is shown in the following table below : 
In 1925 In 1926 
Ky. 120,000,000 


Kind of Salt In 1924 
Bay-salt ai “6 Kg. 58,490,409 Kg. 100,202,065 
Rock-salt .. os Kg. 184,396,162 Kg. 213,162,344 Kg. 208,534,000 


Potal o* a0 Kg. 242,886,571 Kg. 313,304,409 Ke. 328,534,000 
— 
The supply of salt used for food is constant, so that the population of the country has no considerable 


influence on the development of production. The main factor in production is the salt used for industrial 


and agricultural purposes as well as for export. 
Thus the Treasury, taking into consideration the development of the salt industry and appreciating the 
great importance of salt in the chemical industries and in agriculture, has provided all possible facilities 


for the production of salt. 
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taking into consideration a period of eight months) the 
following position is revealed : 
In MILLION ZLOTYS 


Summarized Dec. 31, Aug. 31, Saco +f 
balance-sheet items 1926 1927 _— 


Gold and foreign exchange (net) » 37¢0 613°9* + 239'9t 
Discounts and loans... — -. 3966 4809 + 102°! 
Polish silver and token coins .. o. 20 05 — 285 
Note circulation .. ea Sei «. §92°7 3° + 201! 
Deposits .. 142°9 ‘8 + 109°9 

From the above it may be seen that the issue of notes 
increased less than the reserves in gold and foreign 
exchange, i.e. the Bank of Poland utilized the growth of 
deposits not only for covering the increase in credits 
granted, but also for purchasing gold and _ foreign 
exchange. In the period under review the bank did 
not issue one single zloty note for credit purposes, as all 
credit requirements were met out of internal capital, 
which found an outward expression in the marked 
increase in bank deposits. 

Thus the ground was prepared for the issue of the 
stabilization loan. The loan was issued in October of 
the current year for the purpose of strengthening and 
securing the results obtained by Poland’s own efforts 
by co-operation of foreign capital. 

A retrospect of Poland’s experiences in the last few 
years shows that : 

(a) Currency stabilization invariably preceded the 
balancing of the budget. 

(6) The stabilization of currency was each time 
achieved through a Protective tariff policy. 

Both conclusions apparently are contradictory to the 
principles established by the science and the experience 
of the pre-war period. And if we carefully probe this 
situation it is clear that these conclusions prove only 





* Calc ul: ited | in paper zlotys. 

+ For the purchase of gold and foreign exchange to the amount 
of 2299 mil. zl. were used the notes of the Bank of Poland to the 
amount of 2011 mil. zl., and funds derived from the increase in 
deposits to the amount of 38°8 mil. zl. The balance of the funds 
derived from increased deposits to the amount of 71°1 mil. zl., together 
with silver and token coins to the amount of 28°5 mil. zl. and the 
undivided profits to the amount of 2°5 mil. zl., together 102°r mil. zl., 
were used for the expansion of the credit activity as shown in the 
above balance sheets. 
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that the position of Poland, which is a new State, was 
an exceptional one. For what is the stabilization of a 
currency None other than the ability of the 
country to pay its obligations in gold. I have already 
stated that Poland at the beginning of her new life had 
practically no gold and foreign exchange. A country 
without gold cannot make foreign payments in gold, and 
in such circumstances even a balanced budget does not 
help much. Until the reserves in gold and foreign 
exchange increase to an amount adequate to the fluc- 
tuations in the balance of foreign payments, the state of 
the currency is bound to be independent of the budgetary 
situation. In other new countries the same state of 
affairs was noticeable. 

A State which has small reserves in gold and foreign 
exchange must supervise and regulate the general trend 
of the liabilities incurred abroad by its citizens, if it 
wishes to maintain these liabilities on a scale adequate 
to the country’s capacity to pay in gold. Otherwise 
these obligations will not be met when due and this 
insolvency finds an outward expression in the deprecia- 
tion of the currency with all its disastrous consequences 
not only for the country concerned, but also the other 
countries. Here is the root of the Protective policy of the 
new States called into being after the World War. The 
tariffs of these States did not originate in theoretical 
inclinations, but were a vital necessity. In a country 
which has practically no gold even an adherent of Free 
Trade must support a Protective policy for there is no 
other alternative. This is the logic of facts, not a mere 
doctrine. 

The position of the new States was, moreover, ren- 
dered difficult by the lack of free circulation in gold in 
the post-war period and by the lack of liberalism in the 
repartition of credits in international relations. 

The principle of Free Trade has once more been 
adopted, as we see in it the road to prosperity. But it 
is not for us to censure the policy of Protection. We 
discriminate between two different forms of protection: the 
Protective policy of the new States which have not had time 
to accumulate large reserves in gold and foreign exchange, 
and the tariff policy of pre-war States which sometimes 
possess excessive reserves in gold and foreign exchange. 
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THE STATE LAND BANK 





SERIES of economic conferences held during the last few 
years have strongly recommended a considerable increase 
in the agricultural production of Europe. They no doubt 

considered the advantages of self-supporting countries on other 
Continents, and were of opinion that agricultural improvement 
was a vital factor in the development of European resources. 
The recommendations of these conferences are a_ considerable 
encouragement to those responsible for the agricultural development 
of Poland. 





Before the war the agricultural resources of Poland were by no 
means fully exploited or even understood. This may perhaps have 
been due to the policy of foreign governments which then occupied 
Polish territory, and this unfavourable condition of affairs was 
intensified by the effects of the war, which raged for seven years on 
Polish territory. It was not until after the war that the Polish 
Government could initiate those long-deferred land reforms so 
indispensable to the social and economic welfare of the nation. 
But already much has been done by the extension of small holdings 
and by making provision for the employment of a greater number 
of workers on the land. 





The State Land Bank was founded to assist in financing these 
reforms. This responsibility was of necessity shouldered by the 
State, as most of the private credit institutions were crippled by 
the results of the war and inflation. 


Since the stabilization of the Polish currency, the business of 
the Land Bank has greatly increased, as the following figures from 
its balance sheets indicate : 

On January 1, 1925 es .. Zlotys 27,052,000 
1926 ait ‘i o 88,363,000 
1927 i sis », 155,075,000 
,, september I, 1927 wa rv »» 314,154,000 








(A d vt.) 











510 























The Bank is granting short-term credits for agricultural purposes 
from its own funds through the medium of co-operative or 
municipal associations. These credits have already amounted to 
Zl. 115,443,000. 


The Bank’s main efforts are directed to the creation of long-term 
credits, without which it is impossible to ensure proper agricultural 
development and to carry through projects for land reform. The 
Bank grants long-term credits in 8 per cent. mortgage bonds valued 
in gold zlotys. These bonds are secured by mortgages on small 
holdings, and the loans are granted by the Bank against first | 
mortgages. The amount of the loans cannot exceed two-thirds of 
the estimated value of the properties. Before any credit is granted 
the Bank insists upon the most careful and comprehensive valuation 
of the security offered by the borrower. For this reason the Bank’s 
bonds are accepted as a really sound security, founded as they are 
upon the whole property of the Bank and by the mortgage bonds 
reserve fund, payment of which is guaranteed by the State Treasury, 
as is stated on the photograph of the specimen which appears on 
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page 510. They are, therefore, an exceptional type of security of 
which both the interest and the capital are thoroughly safeguarded. 
This 1s clearly appreciated in Poland, for during the current year 
their prices increased from 85 to g2 per cent. 


Despite the difficult conditions in the Polish credit market, 
credits in mortgage bonds are developing very satisfactorily. On 
January I, 1926, these credits slightly exceeded Z]. 100,000 at par; 
on January I, 1927, they increased to Zl]. 14,514,000; and on 
October 1, 1927, they amounted to Z]. 17,187,000 at par. 


These figures show the remarkable growth of the credit market 
in Poland. The interest shown by foreign capitalists in Polish 
securities justifies the hope that the State Land Bank’s mortgage 
bonds will become an attractive security to foreign investors. The 
strength of Poland’s resources as expressed by the remarkable 
progress of Polish industry, and particularly of Polish agriculture, 
is undoubtedly one of the most important factors in European 
industry. 
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Powszechny 
Zaktad Ubezpieczen Wzajemnych 


POLISH MUTUAL INSURANCE BOARD 


the General Board of Mutual Insurances was granted the 

sole right of effecting insurances against fire on the terri- 
tory of the Polish Republic in accordance with the provisions of the 
compulsory insurance regulations. 


B’ the decree of the President of Poland, dated May 27, 1927, 


The compulsory Insurance Department of the General Board of 
Mutual Insurances is insuring over three million estates containing 
about ten million buildings. In addition to this department, the 
Board maintains departments dealing with: (a) insurances against 
fire on all kinds of movable property ; (b) insurances against hailstone ; 
(c) insurances of live stock. 


The General Board of Mutual Insurances also, in accerdance 
with its public responsibilities, undertakes many other duties to 
minimize fire risks. The annual budget sets aside considerable sums 
for subsidizing fire brigades and similar organizations, to train per- 
sonnel, to organize fire-fighting courses and salvage operations, to 
grant rewards for saving life and property and to prevent incen- 
diarism. During 1926 the Board granted zl. 1,433,335 in the form of 
1,219 loans, of which 877 were applied to erecting fireproof buildings 
to take the place of premises destroyed by fire. It also granted 342 
loans for fireproof roofing. 


Beginning with the current year, in accordance with the recent 
Presidential Decree, the Board will grant large sums from its surplus 
funds to the Local Government bodies in order to facilitate the 
erection of fireproof buildings. 


Owing to the preventive measures undertaken by the Board, fire 
losses have considerably decreased, thereby making it possible to 
reduce the cost of insurance premiums. For instance, reductions 
of between 12 to 30 per cent. were made as from January I, 1927. 
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Insurances of movable property against fire, of agricultural 
products against hail, and of live stock against accidents and disease, 
have been generally effected by voluntary agreements, but in recog- 
nition of the great social advantages of extending these forms of 
insurance, a Presidential Decree of May 27, 1927, authorized Local 
Government Authorities to make these forms of insurance compul- 
sory. Therefore, the work of the Board is brought more and more 
into contact with the Local Government organizations. 


The operations of the Board are under the direct control of the 
Minister of Finance, and are managed by a Chairman and a panel of 
twenty directors, three of whom are appointed by the Minister of 
Finance. The Chairman and Vice-Chairman are also appointed by 
the Minister. 

The finances of the Board are in a very prosperous state. In 
1926 the net premium income amounted to 2l. 40,341,790, and 
the resources of the Board are constantly increasing. In 1926 its 
assets exceeded zl. 40,000,000, and the available balance amounted to 
z].12,028,481. The amount of securities in the balance-sheet of 


1926 exceeded zl. 5,000,000. Amounts due from debtors exceeded 
zl. 18,000,000, while sums due to creditors were only zl. 2,386,000. 


Owing to these favourable results, the funds and deposits of the 
Board greatly increased in 1926. The assets (bonds, cash deposits 
with banks, immovable property, etc.) amounted to zl. 21,230,402 
on January I, 1927, an increase of zl. 10,195,073 since January 19206. 
On January I, 1925, they amounted only to zl. 3,680,779. The assets 
have therefore increased sixfold in the short period under review. 


It should be added that the Board transacts insurance business 
with English and other foreign companies, and holds four-fifths of all 
the shares in the “ Warta’’ Reinsurance Company. The “ Warta”’ 
Reinsurance Company was founded as a reinsurance company for 
all the Polish public insurance establishments. It has developed 
remarkably rapidly, and has attained an international position of 
great strength and influence. 

During 1926 the “Warta’’ Company’s fire premium income 
increased considerably, especially in its foreign branch. Its foreign 
fire premium income is now equal to 50 per cent. of its whole 
turnover. 
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~POCZTOWA KASA OSZCZEDNOSCI 


P.K.O. 


POSTAL SAVINGS BANK 


Board of Directors and Head Office: 


9 JASNA STREET, WARSZAWA. 


Branches: KATOWICE, KRAKOW, POZNAN. 





President (Chairman) : DR. EMIL SCHMIDT. Vice-President: TADEUSZ MICHCINSKI 


The Pocztowa Kasa Oszezednosci (Post Office Savings Bank) was established in 1910 and its 
present organization rests upon the Decree of the President of the Republic, dated June 27, 
1024. Dz. Ust. R. P. Nr. 55 (—) Journal of Laws of the Republic of Poland No. 55.) 


THE ACTIVITIES OF THIS INSTITUTION COMPRISE: 
shee acceptance of savings deposits at interest. 
Turnover of cheques and transfers. 

The purchase and sale on behalf of the partakers of services 
of cheques and savings of the Postal Savings Bank; of securities 
and currencies quoted on the Polish stock exchanges, as well 
as the safe-keeping of securities and papers of value. 

The collection of drafts, bills of exchange and other negotiable 
instruments. 

The hire of safes. 

Purchase on its own account of Government and Municipal 
securities. 


The investment of Government and Municipal loans. 





The granting of short-termed credits. 

The Postal Savings Bank (P.K.O.) accepts three kinds of 
savings deposits : ordinary, with premiums, and valorized (full 
value deposits). 


Ordinary deposits are accepted from 1 zloty upwards. These 
deposits may be lodged either with the institution itself 
directly or through all the post offices. Each depositor receives 
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a savings book. Emergency 
withdrawals to the amount of 50 
zlotys may be effected at all post 
offices on demand and presenta- 
tion of the savings book; larger 
sums can be withdrawn at the 
post offices only on order of the 
Postal Savings Bank upon ap- 
plication. At the offices of the 
institution itself the payments 
are executed upon demand of 
depositors immediately, without 
any limitation of the amount. 





ee ities Deposits with premiums con- 

eis aaa sist in this, that the depositor 

who lodges 7 zlotys regularly every 

month receives a capital of 1,000 zlotys at the end of ten 

years; he can obtain this sooner if his savings book is 

drawn at a lottery which takes place quarterly, three books 
to every 1,000 books issued being drawn. 

Valorized deposits in gold zlotys for a fixed term of six months 
can be lodged either in gold or 
foreign currency or in_ current 
zlotys. If in gold the smallest 
value that can be deposited must 
equal 100 gold zlotys. If in 
foreign currency or _ current 
zlotys, the value must be 10,000 
gold zlotys. 

The Postal Savings Bank 
(P.K.O.) pays interest at 7 per 
cent. per annum on _ ordinary 
deposits and 5 per cent. per 
annum on valorized deposits. 





PY ad 


On September I, 1927, the 
number of the depositors of 
savings at the Postal Savings BRANCH OF THE P.K.O. IN 
Bank amounted to 147,304, and KRAKOW. 
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the total amount of savings deposits at the same day to 
42,052,000 zlotys. 


In the service of cheques the Postal Savings Bank collects 
and effects payments at its Head Office, branches and through 
all the post offices in Poland. This facilitates the cheque 
transactions on the cheque accounts throughout the whole of 
the Republic of Poland. 


On September 1, 1927, the Postal Savings Bank numbered 
52,415 partakers in cheque turnover and the total sum on 
their accounts amounted to 101,498,000 zlotys. The monthly 
cheque turnover during the months of the year 1927 amounted 
to approximately twelve hundred million zlotys, of which 
about 60 per cent. was effected through the clearing (without 
cash). 

On behalf of its partakers of turnovers of cheques and of 
savings the Postal Savings Bank collects notes, bills of exchange 
and securities quoted on the Polish stock exchanges, accepts 
valuables for deposit and lets safes in its vaults. 


The Postal Savings Bank limits its active business to 
granting of credits to Co-operative Credit Societies and to the 
credits on mortgage of Government or Municipal securities, 
mortgage bonds and certain other dividend-bearing papers. 


Moreover, the Postal Savings Bank invests its cash in 
Government—and Municipal—and other gilt-edged securities. 

The value of these securities in September 1927 exceeded 
86,000,000 zlotys. 


The Postal Savings Bank possesses 21 buildings valued 
according to the balance sheet for December 31, 1926, at 
22°7 million zlotvs. 


These properties contain 3,475 rooms serving to accom- 
modate the offices of the institution and to provide lodging for 
its employees; a considerable number of Government officials 
are also lodged in the buildings of the Postal Savings Bank. 


The Postal Savings Bank is the largest institution for savings 
in Poland. 
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THE LAND CREDIT ASSOCIATION 
OF POLAND 


gar 
i a 


FHE BUILDING OF THE 


Association of 
man 


Credit 
been created by a 
Drucki-Lubecki, 
Kingdom of Poland, as 


HE Land 
Poland has 

of genius, Prince 
of Finance of the 
restoration on a 


above all an 


economical 
Poland being 
the basis of his plan 
Land Credit 


a scheme of 
large scale. 
agricultural country, 
was the foundation of a 
Association, the statute of which was passed 
by the Polish Diet and 
Emperor of Russia as the King of Poland 
1825. 


approved by the 


on June 13, 

The 
Credit 
rescued the 
agriculture, at the 
the foundation of this institution, as well 
as afterwards, during the period of great 
political and economical crisis at the time 
of the 1830, and of the 
national revolt of 1863. During the Great 


undertaken by the Land 
Poland actually 
property and 


action 
Association of 
Polish land 


insurrection of 


LAND CREDIT 


Minister 


time immediately after 


ee SEO ET 


ASSOCIATION IN WARSAW. 


War, notwithstanding that Poland was 
from 1914 to 1918 a battlefield, and the 


country ruined, the Land Association did 
not interrupt its activities. 

of its activities, formerly 
of Poland with 
Congress 


The territory 
limited to the Kingdom 
its frontiers established by the 
of Vienna, has been enlarged in virtue of 
the new statutes of September 4, 1922, 
Eastern Provinces of Wilno, 
Nowogroédek, Polesia, and Wol- 
promises for the future a 
Associa- 


up to the 
Bialystok, 
hynia, which 
considerable development of the 
tion. In fact, a permanently open long- 
term credit, cheap and easily accessible 
is the first and most important condition 
for the prosperity and progress of agricul- 
ture and the agricultural industry. The 
source of such a credit can be only such 
an institution as the Land _ Credit 


Association. 
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The Land Credit Association of the 
former Kingdom of Poland is a large Joint 
Association, the members of which are the 
landowners. The value of each estate is 
estimated on the basis of a thoroughly- 
made classification, the quality of the soil 
being taken into consideration, and accord- 
ing to a tariff fixed by the general meeting 
of the Association and approved by the 
Minister of Finance 

Loans are granted to the large, as well as 
to the smallest estates up to 50 per cent. 

This estimated 
than the 


of their estimated value. 


value, however, is less actual 
value of the estates. 

The mortgages owned by the Land Credit 
\ssociation of Poland have priority over 
any other debts. Besides this individual 
all the estates mortgaged are 
the Land Credit 


Moreover, in case of delay 


guarantee, 
jointly responsible to 
Association 
in the payment of the semi-annual instal- 
each the Land 
has the right to seize 


any 


ments due by property, 
Credit Association 
and sell by 


procedure, the indebted estate. 


auction, without legal 


The loans of the Land Credit Association 
of Poland are effected in Mortgage Bonds 
redeemable at par on semi-annual draw- 
ings, or by the buying up of Bonds at the 
Stock Exchange within a period of time 
for each series of Bonds by the general 
meeting of the Association. The yearly 
rate of the reimbursement up to now has 
fluctuated from I per cent. to 3} per cent., 
which gives periods of reimbursement from 
15 to 394 years. 

The vearly rate of interest on Mortgage 
Bonds, payable in semi-annual coupons, is 
fixed for each series of Bonds by the general 
meeting and approved by the Minister of 

has, in the last century, 
; to 8 per cent. per annum, 


Finance. It 
varied from 
following the fluctuations of the rate of 
interest the country, but 
being always decidedly lower than the 


yrevailing in 
g 


bank rate of interest. 

In May 1920 was opened a series of 
Polish marks, which 
The series of 1924, 


Mortgage Bonds in 
was closed in 1924. 
redeemable in 16} years and bearing 8 per 


cent. interest per annum, was issued in 





United States dollars. The next series is 
also to be in United States dollars and will 
be redeemable in 25 years. 

The nominal amount of mortgages owned 
by the Land Credit Association on the 
property of its members was computed in 
1924 as 196,287,800 roubles. 

In 1914 the Association had a reserve 
capital of 1o million gold roubles, de- 
posited with the Russian State Bank in 
Warsaw. This capital, transferred in 1y15 
from Warsaw to Moscow by the Russian 
authorities, is to be restored to the Land 
Credit Association on the strength of the 


Treaty of Riga. 
BANK 


Association, 


CREDIT 
Credit 


LAND 


Land 


THE 

In 1916 the 
in order to open to agricultural exploita- 
tion and industry, for which the conditions 
were at that 
a short-term 
possible, 


time particularly difficult, 


credit as generous and as 


cheap as established with its 
own reserve funds a Land Credit Bank with 
a capital of 3,000,000 roubles. 

The Land Credit Bank is the exc 
property of the Land Credit Association 
Its capital actually amounts to 5,000,000 
zlotys. This sum is, however, but of 
secondary meaning in the importance and 
solidity of the bank. The exceptional 
strength of its credit arises in the guarantee 
given by the bank by its owner, the Land 
Credit Association, that is by the joint 
landowners 


usive 


responsibility of over 7,000 
whose property represents nearly 2,000,000 
hectares of land and forests. 

The Land Credit Association of 
former Kingdom of Poland, 
“The Land Credit Association in Warsaw,’ 
in 1925 celebrated the centenary of its 
foundation and activities. 

At the present time, in an agricultural 


now 


country such as Poland, the Land Credit 
Association has a role of first importance 
to play in the effort of the country in the 
development of production and in securing 
a balance of trade, as well as of its budget 


and finances. 

This réle the Land Credit 
endeavours to play to its best ability, sup- 
ported by the Polish Government and the 
Minister of Finance. 


Association 
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The Land Credit Association of Poznan 


Poznanskie Ziemstwo Kredytowe 


OZNANSKIE Ziemstwo Kredy- 
P towe jest kontynuacja b. Posener 
Landschaft i ma sw6j prototyp w 
Kredytowem Ziemskiem dla 
Poznaniskiego, 


Tow. 
Wielkiego 
utworzonem jako pierwsza tego ro- 
dzaju instytucja polska w roku 1821; 
Sswietne] 


Ksiestwa 


instytucja o 
nowy gmach 


zatem 
Wspanialy 


jest 
tradycji. 
Ziemianstwa, 
przeciwleglego romanskiego zamku i 
najpiekniejszych 


stanowi pendant do 


jest jednym z 
gmachow Poznania. 

Poznanskie Ziemstwo Kredytowe jest 
stowarzyszeniem wtascicielt ziemskich 1 
wtoscian wojewsdztwa poznanskiego, 
pomorskiego 1 slaskiego, majqcem na 
celu udzielanie poivezek w Iltstach 
zastawnych na pierwsze miejsce hipo- 

Poznanskie Ziemstwo Kredytowe 
jest instytucja prawa publicznego o 
pupilarne} pewnosci i otrzymalo w 
ciagu przeszlo 100 lat istnienia swego 
szereg waznych przywilejow prawnych 
i administracyjnych. 

Pozyczki udziela sie na podstawie 
zieml przez 


sruntownego ocenienia 


zaprzvsiezonych powiatowych rad- 
cow Ziemstwa na miejscu lub na pod- 
stawie czystego dochodu katastralne- 

Szybkie przeprowadzenie pozyczek 
przez dobrze Ziem- 
stwo, wysoki kurs listow zastawnych, 
parytetowi 


zorganizowane 


réwnajacy sie nieomal 


HE Land Credit Association of 

Poznan (Posen) is a continuation 
of the former “ Posener Landschaft”’ 
and its forerunner was the old Land 
Credit Association for the Grand 
Duchy of Poznan. The latter insti- 
tution was the first of its kind in 
Poland and was founded in 182t1. 
Thus the present Association possesses 
brilliant traditions. The imposing 
new building of the Association 
matches well the castle in Romanic 
style situated opposite, and is one of 
the finest buildings of the city. 

The Land Credit Association of Poz- 
nan 1s an association of landowners 
and peasants of the counties of Poz- 
nan, Pomerania and Silesia, and its 
purpose is the granting of loans in 
bonds, these loans being guaranteed 
by first mortgages. 

The Association is a public legal in- 
stitution ; its bonds may be used for 
investment of funds, and 
during the hundred years of its exis- 
tence it has been granted a number 
of important legal and administrative 


trustees’ 


privileges. 

The loans are granted on the basis 
of a careful valuation of the land in 
question by sworn valuers, or on the 
basis of the net registered profits. 

The rapid granting of loans by a 
well-organized institution and the high 
rate of the bonds, which is practically 
at a level with the dollar parity, enable 
the landowners and_ peasants to 


































































dolara, umoZliwia ziemianom i wloscia- 
nom uzyskanie dogodnego i zasadni- 
czo. niewypowiedzialnego _kredytu 
dlugoterminowego. Wskutek tego po- 
szukuja rolnicy coraz wiece] pozy- 
czek Ziemstwa w 8°,-owych dolaro- 
wych listach zastawnych. 

Listy zastawne Poznanskiego Ziem- 
stwa Kredytowego, opiewajace na do- 
lary, staly sie ulubionym papierem 
lokacyjnym publicznosci. Byly to bo- 
wiem pierwsze w Polsce papiery w 
trwalej walucie, dajace wysokie i pun- 
ktualnie przez Ziemstwo platne opro- 
centowanie kuponu (w efektywnych 
dolarach), majace obecnie kurs 96} 
bez kuponu i moga byé spieniezone 
kazdej chwili. Listy sa zagwaranto- 
wane pierwszemi miejscami hipoteki, 
na doskonale zagospodarowanych i w 
budynki 
nych przeszlo 8,000 majegtnosciach o 
Po- 
nadto odpowiadaja za nie caly maja- 
tek Ziemstwa oraz caly majatek sto- 
Listy zastawne Ziem- 


pierwszorzedne zaopatrzo- 


obszarze przeszlo 1,100,000 ha. 


warzyszonych. 
stwa daja zatem wprost wyjatkowa 
gwarancje. 

Do wielkiego zaufania kraju i za- 
granicy do powyzszych list6w przy- 
czynilo sie jedyne w Polsce, ugodo- 
we zalatwienie sprawy waloryzacji 
przedwojenych zobowiazan z posia- 
daczami list6w zastawnych. Wszyst- 
kie hipoteki, sluzace na pokrycie tych 
zobowiazan, zostaly przeliczone i sa 
juz po wiekszej czesci przepisane w 
ksiegach gruntowych. Ziemstwo wy- 
kupuje zalegle kupony, a po przepisa- 
niu wszystkich zwaloryzowanych hi- 
potek w ksiegach gruntowych, zamie- 
ni stare markowe listy zastawne, na 
zwaloryzowane. 
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obtain easy and practically irrevocable 
long-term credit, and in consequence 
there is more and more demand on 
the part of landowners for the loans 
of the Association in 8°/, dollar bonds, 
The 8%, dollar bonds of the Poznan 
Land Credit Association have become 
the most popular securities for in- 
vestment purposes for the general 
public. They were the first Polish 
public bonds issued in a stable cur- 
rency and giving a high rate of in- 
terest on the coupons, which is 
punctually paid in dollars by the 
Association. Their rate on the Stock 
Exchange is now about 96} without 
the coupon, and they are easy to 
exchange into cash at any time. The 
bonds are guaranteed by first mort- 
gages on some 8,000 estates of a total 
area of over 1,100,000 hectares. Fur- 
ther, the Association fully guarantees 
its bonds by all its property and that 
of its associated members. Thus these 
bonds provide exceptional security. 
The great confidence of the general 
public for these bonds, both in Poland 
and abroad, is largely due to the fact 
that only this Association, of all such 
associations in Poland, came to a 
voluntary agreement with the owners 
of the bonds over the revaluation of 
pre-war obligations. All mortgages 
which served as security for these 
obligations have been recalculated 
and are already in greater part en- 
tered in the land registers. The 
Association is paying for all the out- 
standing coupons and after re-enter- 
ing all revaluated mortgages in land 
registers the old mark bonds will be 
exchanged for revaluated zloty bonds. 


A further important guarantee is 
the very skilful management of the 
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gwarancja daje 


Ziemstwa. 


Wielka dalsza 
sprawne funkcjonowante 
Na czele Dyrekcji stoi prezydent /é- 
zef Zychlinski z Gorazdowa, czlonek 
Rady Nadzorczej} Banku Polskiego, 


prezydent Naczelnej  Organizacji 


Zjednoczonego Przemyslu i Rolnic- 


twa Zachodniej Polski, 
Zwiazku Zachodnio-Polskiego 
mystu Cukrowniczego i Banku Cu- 
Staly nadzér sprawuje 
Komisarz Panstwowy, Wojewoda 
Poznatiski. Kontrole administracyj- 
no - finansowa wykonuje Komitet w 
skladzie 18 wvybranych przez ogodl 
stowarzyszonych delegat6w, ktory 
wylonil z siebie specjalna komisje re- 
wizyjnqa. Sejmik Ziemstwa w= skla- 
dzie 56 delegat6w, jest najwyzsza 
wladza ustawodaweza. 


prezes 
Prze- 


krownictwa. 


Uchwaly jego, zatwierdzone przez 
Rade Ministr6w i ogloszone w Dzien- 
niku Ustaw, maja znaczenie ogdlnie 
obowiazujacych ustaw krajowych. 


Obecnie przygotowuje Ziemstwo 
nowg emisje dolarowych listiw za- 
stawnych z amortyzacjq, dostoso- 
wujac réwnoczesnie szacunki do no- 


wych warunkéw powojennych. 


R6éwnoczesnie przygotowuje — sie 


kodyfikacje statut6w Ziemstwa. 


Przy Ziemstwie istnieje od roku 
Bank Poznanskiego Ziemstwa 
Kredytowego (przed wojna_ Posener 
Landschaftliche Bank). Instytucja ta 
jest opr6cz Komisarza Patistwowego 
i Komitet kontrolowana przez Rade 
Komisje Rewizvina. 
Bank przetrwal bez wstrzasnien czas 


1890 


Nadzorcza i 


inflacji i cieszy sie ogélInem zaufa- 
niem. 


Association. The Chairman of the 
Board of Directors is Mr. Joseph 
Zychlinski from Gorazdow, a member 
of the Board of the Bank of Poland, 
chairman of the Central Organization 
of Industry and Agriculture of Wes- 
tern Poland, chairman of the West 
Polish Union of Sugar Industry and of 
the Sugar Bank in Poznan. 
Permanent supervision of the As- 
sociation is in the hands of a State 
Commissioner, the Voievod of Poz- 
nan. A committee of eighteen dele- 
gates elected by the associated mem- 
administrative and 
This committee has 


bers effects the 
financial control. 
evolved a special auditing committee. 
The council of the Association, con- 
sisting of fifty-six delegates, is the 
highest legislative authority of the 
Association. Its resolutions, con- 
firmed by the Council of Ministers and 
“Journal of Laws”’ 

become generally 


published in the 
(official gazette), 
binding laws. 

TheAssociation is nowpreparing a new 
issue of redeemable dollar bonds, simul- 
taneously adjusting the valuation of 
property to post-war conditions. 

At the same time the Association 
is preparing the codification cf its 
articles of association. 

In connection, with the Asscciaticn 
there exists since 1890 a Poznan Land 
Credit Bank (prior to the war the 
‘‘Posener Landschaftliche Bank’’). 
This institution is under the super- 
vision of the Board and auditing 
committee of the Association as well 
as under that of the State Commis- 
sioner and Committee. The Bank 
has successfully passed through the 
period of inflation and enjoys general 
confidence. 


(Advt.) 
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Bank Meeting 


ANGLO-SOUTH AMERICAN 


BANK, LIMITED 





STABILIZ ATION OF CU RRENC IES 


CAPITAL 


"Trin thirty-ninth annual general meet- 
ing of the Anglo-South American Bank, 
Limited, was held on October 18 

at Winchester House, Old Broad 

London, E.C. 

Mr. J. A. Goudge, C.B.E., presided, and 
delivered the address an ured by Mr. R. J. 
Hose (chairman of the bank), who, although 
present, was himself unable to speak at length 
owing to a severe cold. 

The secretary (Mr C. J. Shea) having read 
the notice convening the meeting and the 
report of the auditors, 

The chairman, during the course of the 
address, said : Presupposing a period of peace 
in industry during which all parties will work 
together for the recovery of our vital export 
trade in an atmosphere of sympathy engen- 
dered by recognition of the interdependence 
of their interests—and assisted, it is to be 


Street, 


hoped, by the strict adherence of both 
national and local governing bodies to a 


policy of economy in administration and 
abstention from legislation likely to prove 
repressive to industrial enterprise—there still 
remain other aspects of the problem of re- 
capturing old markets and finding new 
outlets for our manufactures. Speaking only 
in regard to Latin America, much would be 
accomplished by a closer study by British 
exporters of mz arket conditions there. In- 
sufficient attention has perhaps been paid on 
this side to the considerable growth in Latin 
American countries of newly formed manu- 
facturing industries, which those nations 
have shown a natural tendency to foster by 
means of protective tariffs. While this has 
resulted in some cases in the loss of markets 
for certain finished articles, one effect has 
been to increase the import demand for 


machinery and industrial equipment gene- 
rally. At the present time competition in 
Latin American markets is extremely keen, 


and not infrequently price considerations 
weigh more heavily than those of quality. 
Our competitors, particularly those from the 
United States, have established sales organi- 
zations at an extremely high level of efficiency 
accompanied by intensive and continuous 
propaganda, and these are methods which 
British exporters cannot afford to neglect. 
SHARP COMPETITION 

The natural wealth of Latin American 
countries, particularly in the less accessible 
regions, is as yet little developed, and the 
precursor of any very great extension of their 
import demand must be an increase in their 
purchasing power through further exploita- 
tion of their mineral, agricultural and other 
resources. The development of Latin 
America in the years preceding the war was 
due in preponderating measure to the huge 
investments of British capital and to British 
enterprise, which forged links of sympathy 


DEPRECIATION ADJUSTED 


of a lasting nature. During recent years, 
however, the very sharp competition en- 
countered by British exporters has unques- 
tionably been intensified by the readiness 
with which the Latin American countries 
have been able to obtain loan accommodation 
elsewhere than in London. For example, the 
total long-term borrowings in the United 
States on behalf of South American public 
authorities amounted in 1926 to the equiva- 
lent of over 60 million pounds sterling, and in 
1927 to date to a further 50 millions—ex- 
cluding the Brazilian Stabilization Loan just 
concluded—against comparatively — small 
figures in London, and, coincident with this, 
the United States has secured at the expense 
of this country a considerable proportion of 
the export trade to Latin America. The 
significance of these facts is obvious, and, 
since trade veers almost inevitably towards 
the source of loans, the removal of the re- 
maining restriction upon foreign capital 
emissions in this country—namely, the heavy 
stamp duty—would appear desirable. In 
present circumstances the necessity of main- 
taining British national revenue is admitted, 
but where, upon examination, a loan toa 
foreign borrower might be definitely expected 

—as is, indeed, frequently the case—to result 
in an increase in British trade, thereby 
yielding income to an extent calculated to 
counterbalance remission of stamp duty, the 
question of such remission well merits the 
attention of the authorities. 

SUCCESS OF BRAZILIAN LOAN 

It is of paramount importance to the future 
development of Latin America that the in- 
ward flow of capital from abroad should be 
uninterruptedly maintained in proportion to 
the economic capacity of the borrowing 
nations, and it is of equal importance to the 
investing public that their capital placed 
abroad should be fully protected. In this 
respect it is a matter for congratulation that 
measures have been taken in Latin America 
to afford definite assurance to would-be 
lenders in one important direction by thie 
almost general adoption of means of stabiliz- 
ing currencies upon a lasting basis, thereby 
obviating depreciation of capital on account 
of lower exchange values. While on this 
subject the Brazilian authorities are to be 
felicitated on the success which has attended 
their loan during the past week, which will 
enable them to take important steps for 
making effective the terms of the official 
decree, promulgated in December _ last, 
which provided for the stabilization of 
3razilian currency upon a gold basis. 


RECOVERY OF THE ARGENTINE 


Developments this year in Argentina have 
been of a nature testifying strongly to the 
great recuperative power of the country, for 
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there commenced at the end of last year a 
period characterized by recovery on a 
remarkable scale, the chief factor having 
been the heavy demand for Argentine cereals 
and linseed. On August 27 last, the Argen- 
tine Government re-opened the Caja de Con- 
version for the delivery of gold in exchange 
for paper currency, which had been suspended 
since August 1914. 

This prompt decision to re-enter the ranks 
of the nations whose currencies are based 
upon a full gold standard is one upon which 
the Argentine authorities are sincerely to be 
congratulated, and may be regarded as the 
culminating point in the strengthening of the 
Republic’s general economic position, while 
I need not dwell upon the many advantages 
accruing from a stabilized rate of exchange. 

In all the circumstances the outlook in 
Argentina may be regarded with optimism. 
Once the period of adjustment of internal 
price levels to the international gold parity 
basis has been passed, the inherent strength 
of the Republic’s economic position should 
lead to a definite increase in import trade 
upon a sound basis. 


CHILE 

A continuance of the efforts being made by 
the present Government to balance the 
national accounts, the support of all interests 
to the authorities in carrying out their pro- 
gramme, and the co-operation of the Govern- 
ment in the development of the nitrate 
industry—as evidenced by the new law 
providing for the creation of the Government 
Superintendency of Nitrate and Iodine— 
should lead to the establishment in Chile of 
stable conditions upon which a great measure 
of future prosperity could be based. 

BALANCE SHEET 

Turning our attention now to the balance 
sheet, I will deal first of all with the transfer 
of the sum of £800,000 from reserve fund, 
utilized to provide for the amount of depre- 
ciation of capital employed abroad by this 
bank directly and through its affiliated and 
auxiliary institutions. In this connection I 
would like briefly to recall my remarks at our 
last few annual meetings dealing with the line 
of policy which we have endeavoured con- 
sistently to pursue in this regard. At our 
meeting in October 1923 I stated that the 
question of the depreciation of capital was one 
that should not be dealt with year by year, 
because it was of a very fluctuating kind and 
to adjust it would completely alter the whole 
aspect of our then-published balance sheets 
and prevent shareholders from being able to 
gauge the actual results of our banking 
operations. Two years later I touched upon 
the manner in which we were dealing with the 
impending stabilization of the Chilean 
exchange at 40 pesos to the £, and emphasized 
that we did not propose to deal with capital 
in other countries until there was some 
definite similar statutory fixing of the value 
of the local currency upon which a permanent 
calculation could reasonably be based. The 
example of Chile in returning to a gold 
standard of currency and a stabilized ex- 
change has since been followed by other 


countries in which we chiefly operate, and has 
enabled your directors, in the present balance 
sheet, to deal in a comprehensive manner 
with the depreciation of our capital invested 
abroad. 


NO CHANGE IN EFFECTIVE CAPITAL 


The amount allocated, as you will have 
seen, is in respect not only of our own capital, 
but also of that of the British Bank of South 
America, Limited, and other associated insti- 
tutions, our capital participation in which, of 
course, appears among our assets. You will 
realize that there has been no change in the 
effective capital upon which the bank’s 
organization has been working for some years 
past, as the capital employed abroad must 
necessarily be retained in the currencies of the 
countries where we trade. Hitherto, we have 
found it necessary to refer to depreciation in 
the sterling value of such currencies in foot- 
notes to our own balance sheet and that of 
our affiliation. The stabilization of exchange 
values enables us to omit those qualifying 
notes, which have inevitably caused an 
element of uncertainty owing to fluctuations, 
and, while we regret the necessity for a draft 
on our reserve fund, we are relieved from that 
uncertainty, and have therefore made this 
allocation, which we have reason to believe 
to be definite and final. 

The item of bills payable shows a decrease 
of nearly £2,500,o00—this is due only in part 
to a decline in the volume of business, the 
main cause being an alteration in the method 
of remittance of funds, as we now find a 
distinctly growing tendency to utilize in this 
connection telegraphic transfers rather than 
drafts. Current, deposit, and other accounts 
show a satisfactory increase of over £4,000,000 
and, although a part of this is naturally due 
to the inclusion in our accounts for the first 
time of the figures of the Central American 
branches opened in October last—to which 
I referred in my speech a year ago—I am 
pleased to be able to inform you that, apart 
from this feature, there is an actual expansion 
in the item in question. 

With regard to the asset items of cash, 
bills receivable, and British Government 
securities, the total of these shows very little 
variation from that of a year ago, and repre- 
sents 56 per cent. of our liabilities on current, 
deposit, and other accounts. Practically the 
whole of the item of British Government 
securities consists of holdings of short-term 
bonds, etc. 

GROSS PROFITS AND CHARGES 


It will be noted that both gross profits and 
charges show increases, which again is partly 
due to the inclusion of the Central American 
branches. I am glad to be able to inform you 
that those branches have made satisfactory 
progress, although, naturally, the full benefit 
which we expect to derive from their inclusion 
in this organization could not have shown 
itself in the short period which has elapsed. 

The report and accounts were unanimously 
adopted. 

Votes of thanks to the staff at home 
and abroad, and also to the chairman and 
directors, concluded the preceedings. 
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